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LICENSING INDEPENDENT FOREIGN FREIGHT 
FORWARDERS 


MONDAY, FEBRUARY 29, 1960 
U.S. Senate, 


COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a.m., the Honorable Senator E. L. 
Bartlett, presiding. 

Senator Bartierr. The committee will be in order. 

Today the Subcommittee on Merchant Marine and Fisheries will 
hear testimony on S. 2300 and H.R. 5068, the so-called foreign freight 
forwarder bills. For both legislative and administrative purposes, 
this industry has been studied many times during the last few years. 
In fact, this very committee held a hearing 2 years ago on legislation 
similar to that considered now. It is my hope, and I know I speak 
for the other members of the subcommittee who are unfortunately 
detained, that we can in this session of Congress resolve some of the 
problems surrounding this segment of the forwarding industry. This 
livielation will have as its ultimate objective the improvement of our 
foreign commerce and the strengthening of the American merchant 
marine. 

(S. 2300 and H.R. 5068 and the reports from the Government agen- 
cies follow :) 

[S. 2300, 86th Cong., 1st sess.] 


A BILL To amend the Shipping Act, 1916, to provide for licensing independent ocean 
freight forwarders, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first section of the Shipping Act, 
1916 (46 U.S.C. 801), is amended by adding at the end thereof the following 
hew paragraphs: 

“(a) The term ‘carrying on the business of forwarding’ means the dispatching 
of shipments by any person on behalf of others by oceangoing common carriers 
in commerce from the United States, its Territories, or possessions to foreign 
countries, or between the United States and its Territories or possessions, or 
between such Territories and possessions, and handling the formalities incident 
to such shipments, 

“(b) An ‘independent ocean freight forwarder’ is a person carrying on the 
business of forwarding for a consideration who is not a shipper or consignee 
or a Seller or purchaser of shipments to foreign countries, nor has any beneficial 
interest therein other than a lien, nor directly or indirectly controls or is con- 
trolled by such shipper or consignee or by any person having such a beneficial 
interest.” 

Sec. 2. The Shipping Act, 1916, is further amended by redesignating section 44 
as section 45, and inserting immediately after section 43 the following new 
section : 

“Sec. 44. (a) No person shall engage in carrying on the business of forwarding 
as defined in this Act unless such person holds a license issued by the Federal 
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Maritime Board to engage in such business: Provided, however, That a person 
whose primary business is the sale of merchandise may dispatch shipments of 
such merchandise without a license. 

“(b) A forwarder’s license shall be issued to any qualified applicant therefor 
if it is found by the Board that the applicant is a citizen of the United States 
and is, or will be, an ‘independent ocean freight forwarder’ as defined in this 
Act and is fit, willing, and able properly to carry on the business of forwarding 
and to conform to the provisions of this Act and the requirements, rules, and 
regulations of the Board issued thereunder, and that the proposed forwarding 
business is, or will be, consistent with the national maritime policies declared 
in the Merchant Marine Act, 1936; otherwise such application shall be denied, 
Any independent ocean freight forwarder who, on the effective date of this Act, 
is carrying on the business of forwarding under a registration number issued by 
the Board may continue such business for a period of one hundred and twenty 
days thereafter without a license, and if application for such license is made 
within such period, such forwarder may, under such regulations as the Board 
shall prescribe, continue such business until otherwise ordered by the Board. 

‘““(e) The Board shall prescribe reasonable rules and regulations to be ob 
served to regulate the licensing of independent ocean freight forwarders and no 
such license shall be issued or remain in force unless such forwarder shall have 
furnished a bond or other security approved by the Board, in such form and 
amount as in the opinion of the Board will insure financial responsibility and 
the supply of the services in accordance with contracts, agreements, or 
arrangements therefor. 

“(d) Licenses shall be effective from the date specified therein, and shall 
remain in effect until suspended or terminated as herein provided. Any such 
license may, upon application of the holder thereof, in the discretion of the 
Board, be amended or revoked, in whole or in part, or may upon complaint, or on 
the Board’s own initiative, after notice and hearing, be suspended or revoked 
for willful failure to comply with any provision of this Act, or with any lawful 
order, rule, or regulation of the Board promulgated thereunder. 

“(e) A common carrier by water may compensate a person carrying on the busi- 
ness of forwarding, and such person may receive compensation from such carrier, 
in connection with any shipment dispatched by such person on behalf of others 
when, and only when, such person is licensed hereunder and has performed with 
respect to such shipment two or more of the following services : 

“(1) The solicitation and securing of the cargo for the ship or the booking 

of, or otherwise arranging for space for, such cargo; 

“(2) The coordination of the movement of the cargo to shipside; 

“(3) The preparation and processing of the ocean bill of lading; 

“(4) The preparation and processing of dock receipts or delivery orders; 

“(5) The preparation and processing of consular documents or export 

declarations ; 

“(6) The payment of the ocean freight charges on such shipments. 
Before any such compensation is paid to or received by any person carrying on 
the business of forwarding, such person shall, if he is qualified under the provi- 
sions of this paragraph to receive such compensation, certify in writing to the 
common carrier by water by which the shipment was dispatched that he is 
licensed by the Board as an independent ocean freight forwarder, and that he 
performed two or more of the services enumerated in this paragraph with respect 
to such shipment. Such carrier shall be entitled to rely on such certification 
unless it knows that the certification is incorrect.” 


[H.R. 5068, 86th Cong., Ist sess. ] 


AN ACT To amend the Shipping Act, 1916, to provide for licensing independent foreign 
freight forwarders, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first section of the Shipping Act, 
1916 (46 U.S.C. 801), is amended by adding at the end thereof the following new 
paragraph : 

“(a) The term ‘foreign freight forwarder’ means any person engaged in the 
business of dispatching shipments on behalf of other persons, by oceangoing 
vessels in commerce from the United States, its Territories or possessions to 
foreign countries, or between the United States and its Territories or posses 
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sions, or between such Territories and possessions ; and of handling the formali- 
ties incident to such shipments. This definition includes independent freight 
forwarders, common carriers, manufacturers, exporters, export traders, manufac- 
turers’ agents, resident buyers, brokers, commission merchants, and othe per- 
sons, when they engage for and on behalf of any persons other than themselves, in 
the aforementioned activity. 

“(pb) An independent foreign freight forwarder is a foreign freight forwarder 
who, in connection with shipments dispatched by such forwarder, is not a ship- 
per or consignee or a seller or purchaser or common carrier by water of such 
shipments, nor has any beneficial interest therein, nor directly or indirectly con- 
trols or is controlled by the shipper or consignee, common carrier by water, or 
by any person having a beneficial interest in such shipments.” 

“Sec. 2. The Shipping Act, 1916, is further amended by redesignating section 44 
as section 45, and inserting immediately after section 43 the following new 
section : 

“Sec. 44. (a) No person shall engage in business as a ‘foreign freight 
forwerder’ as defined in this Act unless such person holds a license issued by 
the Federal Maritime Board to engage in such business. 

“(b) A forwarder’s license shall be issued to any qualified applicant therefor 
if it is found by the Board that the applicant is fit, willing, and able properly to 
perform the services of a foreign freight forwarder, and to conform to the 
provisions of this Act and the requirements, rules, and regulations of the Board 
issued thereunder, and that the proposed forwarding business is, or will be, 
consistent with the public interest and the national maritime policies declared in 
the Merchant Marine Act, 1936; otherwise such application shall be denied. Any 
forwarder who, on the effective date of this Act, is engaged in business as a 
foreign freight forwarder under a registration number issued by the Board 
may continue such business for a period of one hundred and twenty days 
thereafter without a license; and, if application for such license is made within 
such period, the forwarder may, under such regulations as the Board shall pre- 
scribe, continue such business until otherwise ordered by the Board. 

“(e) The Board shall prescribe reasonable rules and regulations includ- 
ing maximum brokerage fees to be observed by any person holding a for- 
warder’s license and no such license shall be issued or remain in force un- 
less such person shall have furnished a bond or other security approved by 
the Board in such form and amount as in the opinion of the Board will insure 
financial responsibility and the supplying of the services in accordance with 
contracts, agreements, or arrangements therefor. 

“(d) Licenses shall be effective from the date specified therein, and shall 
remain in effect until suspended or terminated as herein provided. Any such 
license may, upon application of the holder thereof, in the discretion of the 
Board, be amended or revoked, in whole or in part, or may upon cemplaint, 
or on the Board’s own initiative, after notice and hearing, be suspended, 
changed, or revoked in whole or in part, for willful failure to comply with any 
provision of this Act, or with any lawful order, rule, or regulation of the 
Board promulgated thereunder, or with any term, condition, or limitation of 
such license. 

“(e) A common carrier by water may compensate an independent foreign 
freight forwarder licensed hereunder for the extent of the value rendered to 
such carrier in connection with any shipment and such forwarder may re- 
ceive such compensation from such carrier when such forwarder has solicited 
and secured cargo for such carrier, and has performed one additional service 
as set out hereunder, and has so certified : 

“(1) The coordination of the movement of the cargo to shipside; 

“(2) The preparation and processing of the ocean bill of lading ; 

“(3) The preparation and processing of dock receipts or delivery orders; 

“(4) The preparation and processing of consular documents or export declara- 
tions ; and 

“(5) Relieving the carrier of bookkeeping and billing expense by advancing 
or arranging payment of freight and accessorial charges, if any, on all pre- 
paid shipments handled by such forwarder on a particular vessel.” 

Passed the House of Representatives August 17, 1959. 

Attest : RALPH R. ROBERTS, 

Clerk. 
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THE SECRETARY OF COMMERCE, 
Washington, D.C., February 10, 1960, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Intertsate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This letter is in reply to your request for the views of 
this Department with respect to 8. 2300, a bill to amend the Shipping Act, 1916, 
to provide for licensing independent ocean freight forwarders, and for other 
purposes. 

The Department favors the licensing provisions of S. 2300, but opposes the 
provision of the bill relating to compensation of licensed freight forwarders. 

The bill would amend the Shipping Act, 1916 (46 U.S.C. 801), so as to make 
it illegal for any person to engage in carrying ou the business of forwardi 
without a license issued by the Federal Maritime Board. The Board would be 
authorized to issue a license to any qualified applicant which it finds to be a 
citizen of the United States and fit, willing, and able properly to carry on the 
business of forwarding and to conform to the provisions of the Shipping Act, 1916, 
and the requirements, rules, and regulations issued by the Board thereunder, 
provided the Board also finds that the applicant is, or will be, an independent 
ocean freight forwarder, and that the proposed forwarding business is, or will 
be, consistent with the national maritime policies declared in the Merchant 
Marine Act, 1936. 

The term “carrying on the business of forwarding” is defined to mean the 
dispatching of shipments by any person on behalf of others, by oceangoing com. 
mon carriers in commerce from the United States, its territories or possessions, 
to foreign countries, or between the United States and its territories or posses. 
sions, or between such territories and possessions, and handling the formalities 
incident to such shipments. The bill also provides, however, that a person whose 
primary business is the sale of merchandise may dispatch shipments of such 
merchandise without a license. 

The term “independent ocean freight forwarder” is defined in the bill as a 
person carrying on the business of forwarding for a consideration who is not a 
shipper or consignee or a seller or purchaser of shipments to foreign countries, 
nor has any beneficial interest therein other than a lien, nor directly or in- 
directly controls or is controlled by such shipper or consignee or by any person 
having such a beneficial interest. 

The Board would be authorized to prescribe reasonable rules and regulations 
to regulate the licensing of independent ocean freight forwarders. Each for- 
warder would be required to post a bond to insure his financial responsibilities 
and the supplying of services in accordance with his contracts, agreements, and 
arrangements. 

The Board would have authority to suspend or revoke a license, after notice 
and hearing, for willful failure to comply with any provision of the Shipping Act, 
1916, or any lawful order, rule, or regulation issued by the Board thereunder. 

Under the proposed law, any independent ocean freight forwarder who was en- 


gaged in carrying on the business of forwarding under a registration number | 


issued by the Board would be permitted to continue in business for a period 
of 120 days without a license, and to continue in business thereafter, under regu- 
lations prescribed by the Board, if an application for a license is filed with the 
Board within the 120-day period. 

The bill further provides that: “A common carrier by water may compensate 
a person carrying on the business of forwarding, and such person may receive 
compensation from such carrier, in connection with any shipment dispatched by 
such person on behalf of others when, and only when, such person is licensed 
hereunder and has performed with respect to such shipment two or more of the 
following services: (1) The solicitation and securing of the cargo for the ship 


or the booking of, or otherwise arranging for space for, such cargo; (2) the | 


coordination of the movement of the cargo to shipside; (3) the preparation and 
processing of the ocean bill of lading; (4) the preparation and processing of dock 
receipts or delivery orders; (5) the preparation and processing of consular doct- 
ments or export declarations; (6) the payment of the ocean freight charges on 
such shipments. Before any such compensation is paid to or received by any per- 
son carrying on the business of forwarding, such person shall, if he is qualified 
under the provisions of this paragraph to receive such compensation, certify in 
writing to the common carrier by water by which the shipment was dispatched 
that he is licensed by the Board as an independent ocean freight forwarder and 
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that he performed two or more of the services enumerated in this paragraph 
with respect to such shipment. Such carrier shall be entitled to rely on such 
certification unless it knows that the certification is incorrect.” 

It appears that this provision might allow carriers to pay compensation to 
forwarders equal to brokerage for services of substantially less value than the 
securing of cargo for the ship and under circumstances which would result in 
the automatic payment of brokerage whether or not earned. Both the Federal 
Maritime Board and the courts have consistently held that “brokerage is com- 
pensation for securing cargo for the ship.” To the extent the bill merely restates 
that rule, it is not objectionable. However, except in the case of securing cargo 
for the ship, soliciting cargo, and possibly preparing bills of lading and dock 
receipts, the services listed in the bill are rendered by a forwarder for and at 
the request of the shipper, and as the shipper’s agent they are only incidentally 
of benefit to the carrier. A substantial discrimination inheres in the payment 
of a commission to forwarders who do this work for some shippers and the non- 
payment of a similar commission to other shippers who elect to do the same 
work themselves. Yet to pay such a commission to shippers would be a rebate; 
consequently, to pay it to forwarders is, in effect, merely an indirect way of 
accomplishing the same rebate. 

Carriers, for competitive reasons, do not question brokerage bills submitted 
to them for payment. As a general matter, they routinely pay all such bills. 
The proposed legislation would tend to perpetuate the present practice of the 
payment of brokerage on all shipments handled by freight forwarders. This 
practice has resulted in a large number of cases where shippers, even though 
they do their own forwarding, will permit forwarders to obtain brokerage on 
traffic originating with such shippers. In some instances this appears to result 
in violation of section 16 of the Shipping Act, 1916. Moreover, the practice has 
resulted in the performance of forwarding services either free of charge or at 
a very low rate, since the forwarder relies upon the brokerage for his com- 
pensation. The shipper who elects to do his own freight forwarding enjoys no 
corresponding benefits. 

The Federal Maritime Board, under the Shipping Act, 1916, and court deci- 
sions interpreting it, has authority to regulate the activities of persons carrying 
on freight forwarding in connection with common carriers by water in foreign 
and certain offshore domestic commerce. Business practices of these freight 
forwarders, particularly those pertaining to the payment of brokerage, are cur- 
rently being investigated to determine appropriate revision of Board regulations. 
An extensive record has been accumulated in hearings at New York, San Fran- 
cisco, and New Orleans, and the matter will be submitted to the Board in the 
near future. 

The Department recommends against enactment of the provision of S. 2300 
authorizing common carriers by water to compensate independent ocean freight 
forwarders for specified services. In the context of established practices and 
competitive pressures in this area, the provision, paragraph (e), on pages 4 and 
5 of the bill, would make difficult, if not impossible, the effective regulation of 
any payments by carriers to freight forwarders. There is every reason to be- 
lieve that under existing law the current proceedings before the Federal Mari- 
time Board will result in satisfactory regulations relating to freight forwarder 
compensation. It is, therefore, recommended that paragraph (e), on pages 4 and 
5 of S. 2300, be deleted from the bill. 

With respect to the licensing provisions of S. 2300, the Board’s authority to 
regulate licensees should be made clear. It is accordingly recommended that 
the word “by” be substituted for the words “to regulate the licensing of” on 
line 14 of page 3 of the bill. 

The bill defines “independent ocean freight forwarder” so as to exclude any 
person having a beneficial interest, other than a lien in the shipment being dis- 
patched. A lien on a shipment could give a freight forwarder sufficient bene- 
ficial interest in the shipment to cause payments thereon by the carrier to the 
forwarder to be a form of indirect rebate of the freight. It is, therefore, recom- 
mended that the words “other than a lien” be deleted from line 7 of page 2 of 
the bill. 

If S. 2300 is enacted into law, it is also suggested that its legislative history 
should show that it is not intended to affect any regulation of foreign freight 
forwarder activities by the Department of Commerce under authority of the 
Export Control Act (50 U.S.C. App. 2021). 
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With respect to expenditures involved, if the bill is enacted, the only addi- 
tional expenditures would be for salaries and expenses of administration, and 
this should not occasion more than a nominal increase in budgetary require. 
ments. 

If the bill is amended as herein recommended, the Department favors the 
enactment thereof. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Puivip A. Ray, 
Under Secretary of Commerce. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 16, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


DEAR Mr. CHAIRMAN: Further reference is made to your letter of July 1, 1959, 
acknowledged on July 2, requesting the comments of the General Accounting 
Office concerning S. 2300, 86th Congress, 1st session, entitled “A bill to amend the 
Shipping Act, 1916, to provide for licensing independent ocean freight forwarders, 
and for other purposes.” 

As stated in our letter of May 10, 1957, to the Committee on Merchant Marine 
and Fisheries, House of Representatives, House Report No. 2333, 85th Congress, 
2d session, the irregular and questionable practices of freight forwarders, as 
described in our investigation report of March 1955 and by other evidence 
presented to the special subcommittee of the above committee during the conduct 
of its hearings, indicated a definite need for specific regulatory control over this 
segment of the maritime industry. Therefore, to the extent that the proposed 
lgislation is designed to authorize the Federal Maritime Board to set up rules 
and regulations to prohibit and prevent unqualified persons from engaging in 
foreign freight forwarder activity, we would favor enactment of the bill. We 
likewise would view with favor the enactment of legislation which would 
enumerate the services to be performed by such forwarders prior to receipt of 
compensation from common carriers by water, which apparently is proposed under 
the proposed section 44(e) of the bill. However, in connection with the latter, 
it is our opinion that paragraph (e) should be amended so as not to permit a 
perpetuation of the practice of automatic payment of unearned brokerage by 
the water carrier regardless of the quantum of services performed. 

As you know, the Federal Maritime Board consistently has ruled that brokerage 
is compensation for “securing cargo for the ship,’”’ which view has been sustained 
by the Court of Appeals in the case of American Union Transport, Ine, y. 
United States (257 Fed. 2d, 607). Therefore, since there appears to be some 
question as to whether the services specified in paragraph (e) are primarily 
for the benefit of the carrier or for the shipper, we would recommend that each 
of the servics specified therin, with the exception of securing cargo for the ship, 
be more clearly defined so as to prevent the possibility of imposing upon the 
carrier the burden of having to pay to a forwarder the so-called customary and 
traditional percentage of freight charges commonly referred to as “brokerage” 
when, in fact, such services were not that of a broker but, instead, were for 
and at the request of the shipper. We also believe that the bill should specify 
whether compensation for the enumerated services is intended to be in lieu of, 
or in addition to, the customary brokerage fees; and, also, since there is no 
provision in the bill for regulating the amount of compensation for those services, 
it would appear desirable to specifically authorize the Federal Maritime Board 
to establish what it determines to be reasonable rates for each category of the 
work performed. 

While we recognize this to be a matter of policy for determination by the 
Congress, we would suggest that the observations, hereinabove set forth, be given 
serious consideration by your committee in its deliberations on the bill, in order 
to prevent any possible misinterpretations in the future as to the exact 
legislative intent should the measure become law. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., February 2, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: Your letter of July 1, 1959, requests GSA’s comments 
concerning S. 2300, a bill to amend the Shipping Act, 1916, to provide for licens- 
ing independent ocean freight forwarders, and for other purposes. Because of 
its shipper interest, GSA favors enactment of the licensing provisions of the bill. 

The proposed new section 44(e) of the Shipping Act, 1916, would authorize a 
common carrier by water to compensate an ocean freight forwarder when the 
forwarder performs in connection with ocean shipments two or more of the 
services enumerated therein. 

The matter of compensation to ocean freight forwarders by common carriers 
by water is the subject of an extensive investigative proceeding currently being 
conducted by the Federal Maritime Board in “Practices and Arrangements of 
Common Carriers by Water in Connection With Payment of Brokerage or Other 
Fees to Ocean Freight Forwarders and Freight Brokers,” docket No. 831. The 
lengthy testimony and voluminous documentary evidence received by the Board 
in this proceeding is under consideration by the Board at the present time. 

The Board's findings and conclusions as a result of this investigation should 
serve as the most reliable source for guidance on the merits of the proposed 
legislation. 

Under these circumstances, it is the recommendation of GSA that action on 
the proposed bill await the determination of the Federal Maritime Board in the 
above referred to proceeding. 

The Bureau of the Budget has advised there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
FRANKLIN FLoetTe, Administrator. 


INTERSTATE COMMERCE COMMISSION, 
Washington, D.C., October 1, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
UWS. Senate, Washington, D.C. 


DEAR CHAIRMAN MaGNuSON: Your letter of July 1, 1959, addressed to the 
Chairman of the Commission and requesting comments on a bill, S. 2300, intro- 
duced by you (by request), to amend the Shipping Act, 1916, to provide for 
licensing independent ocean freight forwarders, and for other purposes, has been 
referred to our Committee on Legislation. After consideration by that Commit- 
tee, IL am authorized to submit the following comments in its behalf: 

S. 2300 would amend the Shipping Act of 1916 (46 U.S.C. 801 et seq.) so as to 
provide for the licensing and regulation of independent ocean freight forwarders 
by the Federal Maritime Board. The forwarders affected would be those en- 
gaged in the dispatching of shipments on behalf of others by oceangoing com- 
mon carriers in commerce from the United States, its territories or possessions, 
to foreign countries, or between the United States and its territories or pos- 
sessions, or between such territories and possessions, and the handling of the 
formalities incident to such shipments. 

This Commission has no jurisdiction over independent ocean freight for- 
warders engaged in dispatching shipments moving by oceangoing carriers to 
or between points not in the United States. Accordingly, we are not in a position 
to express a helpful opinion with respect to the merits of the bill. 

Editorially, we note that the term “territories” no longer is significant in view 
of recent events concerning Alaska and Hawaii. 

Respectfully submitted, 

KENNETH H. Tuaerre, Chairman, 
ANTHONY ARPATA, 
HowARD FREAS, 

Committee on Legislation. 
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U.S. DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D.C., February 2, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear SENATOR: This is in response to your request for the views of the Depart. 
ment of Justice on the bill (S. 2300) to amend the Shipping Act, 1916, to provide 
for licensing independent ocean freight forwarders, and for other purposes. 

The bill would provide for the licensing and regulation of foreign freight for. 
warders by the Federal Maritime Board. 

The subject of this legislation is not a matter for which the Department of 
Justice has primary responsibility, and accordingly we make no recommendation 
as to the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the sub. 
mission of this report. 

Sincerely yours, 
LAWRENCE FE. WALSH, 
Deputy Attorney General. 


DEPARTMENT OF STATE, 
Washington, February 4, 1960, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 

DEAR SENATOR MAGNUSON: I refer again to your letter of July 1, 1959, request- 
ing the views of the Department of State on S. 2300, a bill to amend the Shipping 
Act, 1916, to provide for licensing independent ocean freight forwarders, and for 
other purposes. Interim acknowledgment of your letter was made on July 2, 
1959. 

If this bill is enacted into law, section 44(b) of the Shipping Act, 1916, would 
deny licenses as independent ocean freight forwarders to persons who are not 
citizens of the United States. A substantial number of treaties of friendship, 
commerce, and navigation presently in force between the United States and 
other countries, including countries of major importance from the standpoint of 
international trade, provide that the citizens of either treaty partner shall be 
accorded national treatment with respect to engaging in commercial activities 
within the territories of the other treaty partner. Since ocean freight forward- 
ing is a commercial activity within the meaning of such treaty provisions, the 
bill would place the United States in violation of outstanding international 
obligations. 

The alienage restriction does not appear to be essential to the objectives of the 
legislation, and as a practical matter its inclusion in the bill would preclude the 
United States from assuming new commitments assuring U.S. citizens a treaty 
right to service American exports by acting as freight forwarders in foreign 
seaports. Accordingly, the Department of State strongly urges that the citizen- 
ship requirement be omitted from the bill. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary 
(For the Secretary of State). 


Tue GENERAL COUNSEL OF THE TREASURY, 
Washington, August 18, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CuarrMAN: Reference is made to your request for the views of 
this Department on S. 2300, to amend the Shipping Act, 1916, to provide for 
licensing independent ocean freight forwarders, and for other purposes. 

The bill would provide for licensing independent freight forwarders under 
rules and regulations to be established by the Federal Maritime Board. It 
would also prohibit the payment of compensation to such freight forwarders un- 
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less the forwarder certifies to the common carrier by which the shipment was 
dispatched that he is licensed by the Board and has performed certain services 
prescribed by the bill with respect to such shipment. 
The proposed legislation is not of primary interest to this Department and 
the Department has no comment to make with respect to its general merits. 
Very truly yours, 
NeEtson P. Rose, General Counsel. 


THE SECRETARY OF COMMERCE, 

Washington, February 10, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
US. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This letter is in reply to your request for the views of 
this Department with respect to H.R. 5068, an act to amend the Shipping Act, 
1916, to provide for licensing independent foreign freight forwarders, and for 
other purposes. 

The Department favors the licensing provisions of H.R. 5068, but opposes the 
provisions of the bill relating to compensation of independent foreign freight 
forwarders. 

The bill would amend the Shipping Act, 1916 (46 U.S. Code 801), so as to 
make it illegal for any person to engage in business as a foreign freight for- 
warder without a license issued by the Federal Maritime Board. The Board 
would be authorized to issue a license to any qualified applicant which the Board 
found was fit, willing, and able properly to perform the services of a foreign 
freight forwarder in accordance with the provisions of the Shipping Act, 1916, 
and the requirements, rules and regulations issued by the Board, provided the 
Board also found that the proposed forwarding business was, or would be, con- 
sistent with the public interest and the national maritime policies declared in 
the Merchant Marine Act, 1936. 

The term “foreign freight forwarder” is defined in the bill as any person 
engaged in the business of dispatching shipments on behalf of other persons, by 
oceangoing vessels in commerce from the United States, its territories or posses- 
sions, to foreign countries, or between the United States and its territories or 
possessions, or between such territories and possessions; and of handling the 
formalities incident to such shipments. This definition includes independent 
freight forwarders, common carriers, manufacturers, export traders, manufac- 
turers’ agents, resident buyers, brokers, commission merchants, and other per- 
sons, when they engage for and on behalf of any person other than themselves, 
in the aforementioned activity. 

The bill would authorize the Board to prescribe reasonable rules and regula- 
tions including maximum brokerage fees to be observed by licensed forwarders. 
Each forwarder would be required to post a bond to insure his financial responsi- 
bilities and the supplying of the services in accordance with his contracts, 
agreements, and arrangements. 

The Board would have authority to suspend or revoke a license after notice 
and hearing, for willful failure to comply with any provisions of the Shipping 
Act, 1916, or any lawful order, rule, or regulation issued by the Board. 

Under the proposed law, any forwarder who was engaged in business as a 
foreign freight forwarder under a registration number issued by the Board 
would be permitted to continue in business for a period of 120 days without a 
license, and to continue in business thereafter, under regulations prescribed 
by the Board, if an application for a license is filed with the Board within the 
120-day period. 

The bill further provides that: ‘A common carrier by water may compensate 
an independent foreign freight forwarder licensed hereunder for the extent of 
the value rendered to such carrier in connection with any shipment and such 
forwarder may receive such compensation from such carrier when such for- 
warder has solicited and secured cargo for such carrier, and, has performed one 
additional service as set out hereunder, and has so certified: (1) The coordina- 
tion of the movement of the cargo to shipside ; (2) the preparation and processing 
of the ocean bill of lading; (3) the preparation and processing of the dock re- 
ceipts or delivery orders: (4) the preparation and processing of consular docu- 
ments or export declarations; and (5) relieving the carrier of bookkeeping and 
billing expense by advancing or arranging payment of freight and accessorial 
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charges, if any, on all prepaid shipments handled by such forwarder on a par. 
ticular vessel,’ and states that: “An independent foreign freight forwarder 
is a foreign freight forwarder who, in connection with shipments dispatched by 
such forwarder, is not a shipper or consignee or a seller or purchaser or coy. 
mon carrier by water of such shipments, nor has any beneficial interest thereip, 
nor directly or indirectly control or is controlled by the shipper or consignee. 
common carrier by water, or by any person having a beneficial interest in such 
shipments.” 

House of Representatives Report No. 798, 86th Congress, 1st session, accom. 
panying H.R. 5068, states that “It is not intended in order for the forwarder 
to qualify under the solicit and secure clause that he be specifically designateg 
as agent of the carrier. Where the forwarder has solicited and obtained export 
freight from a shipper which is thereafter turned over to a carrier, it is the view 
of the committee that the forwarder has ‘solicited and secured’ the cargo withip 
the meaning of this bill.” 

Construed in this manner the provision might allow carriers to pay compensa. 
tion to forwarders equal to brokerage for services rendered for and at the 
request of the shipper, and as the shipper’s agent. Carriers, for competitive 
reasons, do not question brokerage bills submitted to them for payment. As 
general matter, they routinely pay all such bills. The proposed legislation 
would appear to authorize the payment of brokerage by carriers to freight for. 
warders for services which the forwarder is already obligated to perform as 
the shipper’s agent. Such brokerage payments would in every accepted sense 
be “unearned” by the forwarder. 

The Federal Maritime Board, under the Shipping Act, 1916, and court de 
cisions interpreting it, has authority to regulate the activities of persons carry. 
ing on freight forwarding in connection with common carriers by water in foreign 
and certain offshore domestic commerce. Business practices of these freight 
forwarders, particularly those pertaining to the payment of brokerage, are 
currently being investigated to determine appropriate revision of Board regula- 
tions. An extensive record has been accumulated in hearings at New York, 
San Francisco, and New Orleans, and the matter will be submitted to the Board 
in the near future. 

The Department recommend against enactment of the provision of HR. 
5068 authorizing common carriers by water to compensate independent foreign 
freight forwarders for specified services. In the context of established practices 
and competitive pressures in this area the provision, paragraph (e) on pages 
4 and 5 of the bill, would make difficult, if not impossible, the effective regulation 
of any payments by carriers to freight forwarders. There is every reason to 
believe that, under existing law, the current proceedings before the Federal 
Maritime Board will result in satisfactory regulations relating to freight for- 
warder compensation. It is therefore recommended that paragraph (e) on 
pages 4 and 5 of H.R. 5068 be deleted from the bill. 

The Department favors the licensing provisions of H.R. 5068 but believes 
that the definition of “foreign freight forwarder” in section 1 of the bill is too 
broad. It is accordingly recommended that the following sentence be substituted 
for the last sentence of paragraph (a) of section 1 of H.R. 5068: “This defini- 
tion shall not include persons engaged primarily in the sale or purchase of mer- 
chandise who as an incident to arranging or completing such sale or purchase 
perform forwarding services with respect to the particular merchandise » 
sold or purchased.” 

In view of the two amendments to H.R. 5068 suggested above, it would also 
seem appropriate to delete the word “independent” from the title of the bil 


and to delete paragraph (b) of section 1, which defines “independent foreign | 


freight forwarder,” from the bill. 


If H.R. 5068 is enacted into law, it is also suggested that its legislative history | 


should show that it is not intended to affect any regulation of foreign freight 


forwarder activities by the Department of Commerce under authority of the! 


Export Control Act (50 U.S.C., app. 2021). 

With respect to expenditures involved if the bill is enacted, the only adéi: 
tional expenditures would be for salaries and expenses of administration ané 
this should not occasion more than a nominal increase in budgetary requirements. 

We have been advised by the Bureau of the Budget that there would be » 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Puiwip A. Ray, 
Under Secretary of Commerce. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, September 2, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


DeaR Mr. CHAIRMAN: Further reference is made to your letter dated August 
19, 1959, acknowledged August 20, requesting our comments on H.R. 5068, 86th 
Congress, ‘An act to amend the Shipping Act, 1916, to provide for licensing in- 
dependent foreign freight forwarders, and for other purposes.” 

The legislation proposed by this act is designed to correct various question- 
able practices of foreign freight forwarders brought to light by investigations 
conducted by this Office in 1955 and in subsequent hearings conducted by a 
special subcommittee of the House Committee on Merchant Marine and Fish- 
eries. Foremost among such practices was the establishment by shippers of 
dummy subsidiaries who performed little or no forwarding functions except to 
pill carriers for brokerage and collect such fees. 

In view of this and other questionable practices, we believe there is a definite 
need for specific regulatory control over this segment of the maritime industry 
and, to the extent that H.R. 5068 is designed to authorize the Federal Maritime 
Board to prevent unqualified persons from engaging in business as foreign 
freight forwarders and to regulate the activities of qualified foreign freight 
forwarders, we would favor its enactment. 

However, in its present form, section 44(e), as proposed by H.R. 5068, author- 
izes common carriers by water to compensate foreign freight forwarders to the 
extent of the value of services rendered to such carrier when the forwarder has 
solicited and secured cargo for such carrier and, in addition, has performed one 
of the forwarding functions specifically enumerated in section 44(e). As indi- 
eated at page 3 of House Report No. 798, to accompany H.R. 5068, the clause 
“solicited and secured cargo” in section -4(e) is not intended to require the 
forwarder to be specifically designated as agent of the carrier to qualify under 
such clause, and where a forwarder has solicited and obtained export freight 
from a shipper which is thereafter turned over to a carrier, it is to be assumed 
that such freight has been solicited and secured within the meaning of section 
44(e). Accordingly, where a forwarder, in addition to soliciting and securing 
cargo, performs one of the forwarding functions enumerated in section 44(e), 
the House report concludes that the value of such services to the carrier is 14 
percent of the freight charges on such cargo, and the forwarder is entitled to 
receive, and the carrier obligated to pay, such amount to the forwarder. 

Whether the function performed by a foreign freight forwarder, in securing a 
vessel on which to transport cargo, is sufficiently similar to the function per- 
formed by a broker, in securing cargo for a particular vessel, to warrant enact- 
ment of legislation requiring carriers to pay the traditional brokerage fee to a 
forwarder who requests the services of the carrier, would appear to be a policy 
question. To the extent that subsidized U.S. flag vessels would be required to 
pay such fees, their profit would, of course, be reduced. However, we have no 
information as to the extent, if any, to which such expenditures may be expected 
to affect profit recapture by the Government under section 606 of the Merchant 
Marine Act, 1936, as amended, and, since the provisions of the proposed section 
44(e) will not affect the functions or operations of this Office, we make no 
recommendation regarding the merits of this portion of the bill. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


STATE DEPARTMENT, 


February 4, 1960. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate. 


Dear Mr. CHAIRMAN: I refer again to your letter of August 19, 1959, request- 
ing the views of the Department of State on H.R. 5068, an act to amend the 
Shipping Act, 1916, to provide for licensing independent foreign freight forward- 


ers, and for other purposes. Interim acknowledgment of your letter was made 
on August 24, 1959, 
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This act is substantially the same as 8S. 2300, with only slight differences jp 
wording, and with the exception that H.R. 5068 does not require that independent 
foreign freight forwarders be citizens of the United States in order to be quali- 
fied to receive a license. 

The Department of State, therefore, perceives no substantial foreign policy 
implications in this act, and accordingly makes no comment on the desirability 
of its enactment. 

The Department has been informed by the Bureau of the Budget that there ig 
no objection to the submission of this report. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary 
(For the Secretary of State), 


THE GENERAL COUNSEL OF THE TREASURY, 
Washington, August 31, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views 
of this Department on H.R. 5068, “To amend the Shipping Act, 1916, to provide 
for licensing independent foreign freight forwarders, and for other purposes.” 

The proposed legislation would make it illegal for any person to engage in 
business as a foreign freight forwarder without a license issued by the Federal 
Maritime Board. It would also authorize common carriers by water to com- 
pensate licensed independent foreign freight forwarders if the forwarder has 
solicited and secured cargo for the carrier and has performed one or more of 
five services specified in the bill. 

The proposed legislation is not of primary interest to this Department and 
the Department has no comment to make as to its general merits. 

Very truly yours, 
NELSON P. Rose, 
General Counsel, 


Senator Barrierr. The subcommittee will be most pleased to have 
as the first witness the distinguished Senator from Maryland, Sena- 
tor Beall. 


STATEMENT OF HON. J. GLENN BEALL, U.S. SENATOR FROM THE 
STATE OF MARYLAND 


Senator Bratt. Good morning, Mr. Chairman. Thank you for 
this opportunity of coming in here. I have a very short statement 
I would like to read, if I may. 

Senator Barrierr. We will be glad to hear from you briefly, or 
at length. 

Senator Beaty. Thank you. 

I appreciate being afforded this opportunity to submit my views 
with reference to H.R. 5068, which amends the Shipping Act, 1916, to 
provide for the licensing of independent foreign freight forwarders. 

While I support the principles of H.R. 5068 and recognize the need 
for legislation in this field, I do believe that there are certain 
deficiencies in H.R. 5068 which, if not corrected, will defeat the neces- 
sary purposes of the bill. 

In this regard, I support S. 2300, introduced by the chairman of 
this committee, which provides the needed regulation without placing 
a stranglehold on an industry which, admittedly, is an integral part 
of the Nation’s shipping complex. 
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Under section 2(e) of H.R. 5068, a common carrier by water may 
compensate an independent foreign freight forwarder when such for- 
warder has solicited and secured cargo for such carrier. In practice, 
this provision would have the effect of prohibiting the payment of 
brokerage in the majority of cases. The forwarder is usually en- 
gaged by the export shipper at a time when the carrier does not even 
snow of the existence of the cargo. Yet under H.R. 5068 the for- 
warder would virtually be forced to seek agreements with carriers in 
order to obtain a fee. 

Such a trend could only lead to undesirable practices greater in 
degree than those which the bill seeks to prevent. Under such a re- 
striction, phony agreements and sham practices would certainly be 
encouraged. 

In the same section 2(e), H.R. 5068 provides that compensation will 
be measured by the extent of the value rendered. But nowhere are 
the words “extent of value” defined. In this way the bill presents a 
question which must ultimately be answered by the courts. With 
each case being different, H.R. 5068 will, if passed, be the cause of an 
unlimited number of lawsuits. 

Once again, this deficiency is not present in S. 2300. 

Finally, in section 2(c), H.R. 5068 would give the Maritime Board 
authority to fix maximum brokerage fees. This has been attempted 
before, but without results. Since no two cases are alike in the serv- 
ices required, it is virtually impossible to predetermine a fee for all 
cases. This provision should be deleted from H.R. 5068. 

In conclusion, I support and urge favorable consideration of S. 
2300 which, if enacted, will put an end to the undesirable practices 
now in existence and will, at the same time, allow the forwarding in- 
dustry to continue to operate as an integral and desirable part of the 
shipping industry. 

Thank you, Mr. Chairman. 

Senator Barrierr. Senator, we are very glad to have you appear 
here and, of course, your views will receive the earnest consideration 
of this committee. 

Senator Breaux. Thank you. 

Senator Barrierr. Now, the committee has the pleasure of hearing 
from the distinguished junior Senator from New York, Senator 
Kenneth Keating. 


STATEMENT OF HON. KENNETH B. KEATING, U.S. SENATOR FROM 
THE STATE OF NEW YORK 


Senator Keatine. Mr. Chairman, I appreciate this opportunity to 
appear here this morning with regard to S. 2300 and H.R. 5068, the 
legislation affecting the role and practices of freight forwarders. 
This legislation is of great importance to the State and city of New 
York and to the Port of New York Authority, which as you know is a 
self-supporting corporate agency of the States of New York and 
New Jersey. 

As has been said by the distinguished Senator from Maryland, you 
have before you S. 2300 by Chairman Magnuson, and H.R. 5068, which 
passed the House on August 18, 1959. 


54112—60—_3 
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I recommend that the committee report out favorably S. 2300, or 
in the alternative H.R. 5068 with amendments that would make it 
conform with S. 2300 and at the same time with the version of H.R. 
5068 reported out last year by the Special Subcommittee on Freight 
Forwarding of the House Merchant Marine and Fisheries Com- 
mittee. The latter bill was in many respects similar to S. 2300 
introduced by Senator Magnuson. 

However, there are significant differences between H.R. 5068 as 
finally passed by the House, and S. 2300. H.R. 5068 in its present 
form would, I believe, foment litigation, shackle business, and cause 
wasteful, expensive, and protracted proceedings before the Federal 
Maritime Board. 

Mr. Chairman, last year the State of New York represented by 
its attorney general, the city of New York represented by its cor- 
poration counsel, and the Port of New York Authority by its own 
counsel, filed a joint brief with the Maritime Board on many of the 
important matters contained in the legislation under consideration 
today. This entire subject and all of its ramifications was then 
involved in proceedings pending before the Board. 

The New York brief contains an excellent and forthright state- 
ment concerning all of the most important and most frequently dis- 
cussed factors covered by the bills presently before this committee, 
1 refer the committee to that brief and request that it be made a 
part of the record at this point in my testimony. 

It is about 40 pages in length. I would leave that, of course, to 
the discretion of the committee as to whether it would feel it best to 
make it a part of the record, or at least I shall supply it for the 
record. 

Senator Barrierr. Thank you. 

(The brief on behalf of the Port of New York Authority, the 
State of New York, and the city of New York is on file with the 
committee. ) 

Senator Kreative. Both S. 2300 and H.R. 5068 amend the Ship- 
ping Act of 1916, and are intended, and I quote, “to provide licensing 
for independent freight forwarders, and for other purposes.” At 
the present time, forwarders merely register with the Maritime 
Board. To the best of my knowledge, all of the major interests 
involved, shippers, consignors, steamship companies, and the foreign 
freight forwarders, themselves, favor licensing. It is this phrase 
to which the distinguished chairman and I have become very attested 
in our legislative experience “other purposes,” which these bills are 
designed to carry out, that is the most important part of them, and 
it is this subject that I wish to discuss in a little more detail. 

H.R. 5068 says that the Maritime Board shall prescribe “rules and 
regulations including maximum brokerage fees.” S. 2300 wisely 
omits this prescription. The records of hearings available to this 
committee indicate clearly that oceangoing carriers have been paying 
brokerage fees to freight forwarders for generations. These fees are 
paid in honorable practice by one great segment of American com- 
merce to another group of American businesses for valuable and 
essential services under agreements openly arrived at. The committee 
already has before it the statements of the majority of American 
steamship lines on this subject. They indicate that there is little 
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controversy here and that freight forwarders definitely earn the fees 
which they receive for the valuable and indispensable services which 
they render. H.R. 5068 in calling for “rules and regulations includ- 
ing maximum brokerage fees,” raises the prospect of a new limitation 
on American businesses in this important field. It would very likely 
lead to more bureaucracy, more expenses, and in general more of a 
burden on international and domestic commerce. 

H.R. 5068 as passed by the House further provides that common 
carriers by water may compensate a freight forwarder only when 
the frowarder has “solicited and secured” cargo for such carrier and 
has performed one additional service as set out under the act “and 
has so certified” to this effect. 

The services listed are: 

(1) The solicitation and securing of the cargo for the ship or the booking 
of, or otherwise arranging the space for, such cargo; 

(2) The coordination of the movement of the cargo to shipside; 

(3) The preparation and processing of the ocean bill of lading; 


(4) The preparation and processing of dock receipts or delivery orders; 


(5) The preparation and processing of consular documents or export declara- 
tions, and 


(6) Relieving the carrier of bookkeeping and billing expense by advancing or 
arranging payment of freight and accessorial charges, if any, on all prepaid 
shipments handled by such forwarder on a particular vessel. 

Notice the words, “and has so certified” with reference to the six 
services listed above. Certified to whom? On what kind of form? 
Filed with whom? Subject to review by whom? 

Those are legitimate questions. 

Let me call attention also to the phrase “has solicited and secured 
cargo for such carrier” which appears in H.R. 5068 as passed by the 
House. It does not appear in S. 2300. What do these terms “solicit 
and secure” mean? Who shall interpret them? The Maritime 
Board? The courts? A real estate broker does not have to “solicit 
and secure.” Neither does a stockbroker. S. 2300 admittedly pre- 
scribes but does not shackle commerce or create new hardships and 
burdens for American shippers and forwarders. The Senate bill 
simply says that compensations may be paid for any of the services 
which I have listed. 

Mr. Chairman, these, then in brief, are some of the reasons that I 
favor S. 2300 or H.R. 5068 as amended to conform. This committee 
hardly needs to be told that foreign freight forwarders are a vital 
factor in the field of American commerce. There are about 1,200 of 
them in the principal ports and cities of the United States. The facts 
are all contained in reports and documents available to this com- 
mittee. What the foreign freight forwarders do was well described 
in the excellent and informative brief filed jointly by New York State, 
New York City, and the Port of New York Authority, which I have 
asked to have inserted in the record. 

Therefore, Mr. Chairman, I urge a favorable report on S. 2300, 
or, in the alternative, on H.R. 5068 with amendments to conform to 
S. 2300. 

Senator Bartierr. Thank you, Senator Keating. 

I want to congratulate you on a fine presentation, which demon- 
strates, among other things, that you have real knowledge of this 
important subject, and your views will receive careful consideration. 

nator Kratine. Thank you very much, Mr. Chairman. 
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ayment to forwarders were detrimental to the commerce of the 
Jnited States under the Shipping Act, 1916. 

The Federal Maritime Board in March 1957, issued a proposed re- 
yision of the forwarders’ regulations which was so designed as to 
make it virtually impossible for forwarders to continue to receive 
prokerage. Since this compensation from carriers represents a very 
substantial part of the forwarders’ revenue, the continued existence of 
the industry as we know it today is gravely jeopardized. 

The proposed rules of the Federal Maritime Board were considered 
so detrimental to our foreign commerce that they aroused a storm of 
protest all over the country by State and local governments, shippers, 
carriers, chambers of commerce, and others. Of over 500 comments 
received by the Board, all but 2 condemned the proposal. 

The forwarding industry realized the futility of trying to meet the 
issue before a Maritime Board determined to eliminate brokerage. It 
recognized that by attrition the constant expense of recurring dockets 
would drive it to bankruptcy. In 1957 it appealed to Congress for 
help. Recognition of, and sympathy with, the forwarders’ plight, 
resulted in the introduction of two bills to license forwarders and pro- 
vide for their compensation by ocean carriers. H.R. 8382 was passed 
by the House in the summer of 1958 but unfortunately died in the 
Senate because of lack of time for hearing before final adjournment. 

After the new Congress convened in 1959 there were introduced 
the two bills now before this committee, S. 2300 and H.R. 5068. It is 
our view that S. 2300 is an excellent bill, providing for the protection 
of shippers, forwarders, and carriers. Its clear unambiguous language 
makes it simple and easy of enforcement and administration. 

However, by reason of the shortness of this session and the urgent 
necessity for legislation we strongly recommend that the Senate com- 
mittee report out H.R. 5068 in the form recommended by the special 
subcommittee of the House Merchant Marine Committee. In this 
form its compensation section is virtually the same as S. 2300. 

This House subcommittee, after 4 years of investigation, study, and 
hearings, drew up and reported out H.R. 5068 (H. Rept. No. 798, 86th 
Cong., 1st sess.) in a form different than that which is now before this 
committee. The bill as reported by the subcommittee was a good bill 
and generally satisfactory to forwarders, carriers, and others. Un- 
fortunately, the full Committee on Merchant Marine and Fisheries, 
very close to adjournment, made some hastily considered amendments 
which create ambiguity and confusion. 

Attached hereto is a revised version of H.R. 5068 showing the 
amendments necessary to restore it to the form reported by the House 
subcommittee. Briefly, I shall explain the reasons for our suggested 
amendments. 

Section 44(c) confers upon the Board the power to make rules as to 
a forwarder’s qualifications. The full committee added to this the 
authority to fix “maximum brokerage fees.” 

The granting of this power to the Board was never studied by 
the special subcommittee in 4 years and was adopted in full com- 
mittee after only the briefest of discussion. It is important to note 
that the Maritime Board never requested this authority. Indeed, the 
Board has always taken the position that it should not be given the 
right to regulate freight rates in our foreign commerce on the ground 
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that it would cause international discord, conflicts in jurisdiction 
with other nations, and retaliation. For precisely these same reasons 
the Board should not be granted authority to fix maximum brokerage 
fees. In addition, it is virtually impossible to fix a proper brokerage 
fee in all circumstances and any attempt by the Board to do so would 
lead to wholesale and undetectable violations. 

Traditionally, the American forwarder has always received a mini- 
mum brokerage of 114 percent of the freight charge, and at this point 
it is interesting to note that forwarders in other countries, when mak. 
ing shipments to the United States, receive brokerage at rates varying 
from 214 percent upward. ; 

Brokerage being so substantial a part of the industry’s overall 
revenue, without it the average forwarder simply cannot operate in 
the best interest of our foreign commerce. In the absence of con- 
gressional relief the Board’s rule will cripple if not destroy our in- 
dustry and thoroughly disrupt the shipper-forwarder-carrier rela- 
tionship which has worked so well through the years. 

In addition, the loss of brokerage must inevitably result in substan- 
tial increases in the forwarding fees that exporters will be required to 
pay. In view of the growing competition which our exporters face 
from overseas suppliers, it would be most detrimental to our foreign 
commerce to impose upon American manufacturers a higher transpor- 
tation cost while their foreign competitors continue to enjoy the 
services of their forwarders overseas at no increase in cost. 

The House special subcommittee appreciated these grave dangers, 
and in its compensation section, paragraph 44(e), it provided for a 
congressional recognition of traditional brokerage in negation of the 
Board’s proposed rule, but at the same time it offered an assurance that 
brokerage would be paid only for legitimate services rendered. 

Unfortunately, the full committee with only brief consideration 
made substantial changes in the compensation section, 44(e). This 
section provides that a carrier may compensate a forwarder “for the 
extent of value rendered.” ‘This clause carried through to a logical 
conclusion might require the carrier to examine the exact services 
performed by each forwarder on each shipment [an almost impossible 
task], and might result in a different brokerage fee on each shipment. 

Another substantial and, we feel, unworkable change was made in 
the full committee. In the subcommittee version the forwarders are 
authorized to seek compensation if they perform two of six specified 
services and socertify. The first of these services was: 

The soliciting and securing of the cargo for the ship or the booking of, or 
otherwise arranging for space for, such cargo. 

The full committee took this clause and instead of keeping it as one 
of the six services it made it mandatory that the forwarder “solicit and 
secure cargo” for a carrier and then perform one additional of the five 
remaining services before he could qualify for brokerage. The full 
committee’s version would not permit a forwarder to qualify if he 
“booked” cargo or otherwise “arranged for space,” services which were 
part of the subcommittee version and acknowledged by the carriers as 
valuable to them. 

We feel that the House-passed version is an impractical approach 
and instead of ending 15 years of litigation it will encourage further 
dispute. The mandatory requirement that the forwarder “solicit and 
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secure” the cargo for the carrier places an overemphasis on the impor- 
tance of this function in the forwarder’s general duties in arranging 
for the exportation of the goods. Soliciting and securing cargo is 
merely one of many important serv ices rendet ed by the forws varder, but 
it is not the most important service, and making it a required service 
is contrary to the export views of steamship witnesses who testified 
before the special subcommittee. As one prominent steamship confer- 
ence chairman put it: 

* * * Tf I have cargo booked for my ship the cargo doesn’t do me a bit of good 
unless itis in my ship. It doesn’t do me a bit of good unless I have the cargo. 
Transcripts of the hearings before the special subcommittee, 84th 
Congress, page 489. 

What he is saying is that the securing of the cargo is of no value 
to the carrier w hatsoever unless other necess: ry services are performed 
by the forwarder so that the cargo arrives on time and properly docu- 
mented at shipside. The subcommittee approach in making, secur- 
ing, or booking one of six services justifying compensation, rather 
than a required one, was the practical and realistic way to treat the 
matter and reflected the views of the industries involved. 

Furthermore, “solicit and secure” is a nebulous term subject to 
varying interpretations. There is little doubt that the Federal Mari- 
time Board would define it so narr owly as to make brokerage payments 
impossible, despite the fact that the forwarding and carrier indus- 
tries, the recipient and payors of brokerage, adhere to a more reason- 
able and practical interpretation. 

To select this yor ei service out of the many services performed 
by forwarders, and make it mandatory, will only result in further 
confusion and a continuation of the litigation which all concerned 
wish to avoid. Overwhelming testimony has established that for- 
warders are paid by carriers not for any one service but for the over- 
all services which they perform for carriers. The carries themselves 
have repeatedly taken ‘haa position. It is only reasonable to suppose 
that they would not support a theory of compensation which did not 
confer direct benefits upon them. The House subcommittee version 
of H.R. 5068 is a sensible approach to the problem of compensation 
approved by all segments of our foreign commerce. 

This version has received the strong support of State and local gov- 
ernments, exporters, ocean carriers, port authorities, and others in- 
terested in the preservation of our foreign commerce. This commit- 
tee has undoubtedly received many suc he expressions of support from 
individual exporters and other organizations. A partial list of sup- 
porters outside the forwarding and carrier industries is attached 
hereto. 

American lines in particular have allied themselves with our cause. 
Such representative oe as States Marine, Moore-McCormack, Is- 
brandtsen, United States Line, Farrell, American President Line, Pa- 
cific Far East, State Steamship, and Lykes have made it clear in their 
testimony that they desire to compens: ite forwarders for services ren- 
dered. The Pacific American Ste: umship Association has likewise in- 
dicated its support of the subcommittee version of H.R. 5068. 

These carriers understand only too well that a Board restriction 
against the payment of brokerage will result in a serious diversion of 

cargo from our American lines. Such has been their testimony. It 
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is also apparent that while the American lines would be bound by a 
Board restriction on brokerage, the foreign lines could, through their 
oversea offices, continue to pay brokerage through foreign inter- 


mediaries and thereby obtain cargo normally carried by American 
steamers. 


We are at a loss to understand why the Maritime Board will, on the 
one hand, spend a quarter of a million dollars a year on a subsidy 
program to promote an American merchant marine, and, on the other 
hand, by a brokerage rule, gravely jeopardize the business oppor- 
tunities of our American lines and the Government's recapture 
position. 


The forwarding industry earnestly and urgently requests this com- 
mittee to rescue it from another 15 years of confusion and bankrupting 
expense by reporting out a bill to preserve the ocean freight forward. 
ing industry. 

Thank you, sir. 

Senator Barrierr. Thank you, Mr. Barr. 

(The material referred to by Mr. Barr is as follows:) 


THE COMMITTEE ON LEGISLATION FOR THE UNITED OCEAN FREIGHT FORWARDING 
INDUSTRY 


Customs & Forwarders Committee, Boston, Mass. 

Customs Brokers & Forwarders Association of America, Inc., New York. 

New York Foreign Freight Forwarders & Freight Brokers Association. 

Steamship Freight Brokers Association of New York. 

Baltimore Custom House Brokers & Forwarding Association. 

Export & Import Forwarding Assoication of Virginia, Norfolk, Va. 

Forwarding Agents & Foreign Freight Brokers Association, New Orleans, La. 

Association of Forwarding Agents & Foreign Freight Forwarders, Mobile, Ala. 

Texas Ocean Freight Forwarders Association, Houston, Tex. 

The Los Angeles Customs & Freight Brokers Association, Inc., Los Angeles, 
Calif. 

Pacific Coast Customs & Freight Brokers, San Francisco, Calif. 

Customs House Brokers Association, Seattle, Wash. 

Chicago Freight Forwarders & Custom House Brokers, Chicago, Ill. 

The Northern Border Association of Forwarders & Custom Brokers, Rouses 
Point, N.Y. 

Freight Forwarders & Custom House Brokers Council, Miami-Dade County 
Chamber of Commerce, Miami, Fla. 


(Notre.—This is a draft of H.R. 5068 as it passed the House in 1959, with 
proposed amendments by the forwarding industry restoring the bill to the form 
recommended by the House special subcommittee of the Merchant Marine Com- 
mittee. Amendments are printed in italic, deletions are inclosed in black 
brackets. ) 


(H.R. 5068 (H. Rept. No. 798, 86th Cong., 1st sess.) ] 


A BILL To amend the Shipping Act, 1916, to provide for licensing independent foreign 
freight forwarders, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the first section of the Shipping 
Act, 1916 (46 U.S.C. 801), is amended by adding at the end thereof the follow- 
ing new paragraph: 

“(a) The term ‘foreign freight forwarder’ means any person engaged in the 
business of dispatching shipments on behalf of other persons, by ocean-going 
vessels in commerce from the United States, its Territories or possessions to 
foreign countries, or between the United States and its Territories or possessions, 
or between such Territories and possessions; and of handling the formalities 
incident to such shipments. This definition includes independent freight for- 
warders, common carriers, manufacturers, exporters, export traders, manufac- 
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turers’ agents, resident buyers, brokers, commission merchants, and other per- 
sons, When they engage for and on behalf of any person other than themselves, 
in the aforementioned activity. 

“(b) An independent foreign freight forwarder is a foreign freight forwarder 
who, in connection with shipments dispatched by such forwarder, is not a 
shipper or consignee or a seller or purchaser or common carrier by water of 
such shipments, nor has any beneficial interest therein, nor directly or indi- 
rectly controls or is controlled by the shipper or consignee, common carrier by 

water, Or by any person having a beneficial interest in such shipments.” 

Sec. 2. The Shipping Act, 1916, is further amended by redesignating section 
44 as section 45, and inserting immediately after section 43 the following new 
section : 

“Seo. 44. (a) No person shall engage in business as a ‘foreign freight for- 
warder’ as defined in this Act unless such person holds a license issued by the 
Federal Maritime Board to engage in such business. 

“(b) A forwarder’s license shall be issued to any qualified applicant therefor 
if it is found by the Board that the applicant is fit, willing, and able properly 
to perform the services of a foreign freight forwarder, and to conform to the 
provisions of this Act and the requirements, rules, and regulations of the Board 
issued thereunder, and that the proposed forwarding business is, or will be, 
consistent with the public interest and the national maritime policies declared 
in the Merchant Marine Act, 1986; otherwise such application shall be denied. 
Any forwarder who, on the effective date of this Act, is engaged in business as 
a foreign freight forwarder under a registration number issued by the Board 
may continue such business for a period of one hundred and twenty days there- 
after without a license; and, if application for such license is made within such 
period, the forwarder may, under such regulations as the Board shall prescribe, 
continue such business until otherwise ordered by the Board. 

“(c) The Board shall prescribe reasonable rules and regulations [including 
maximum brokerage fees] to be observed by any person holding a forwarder’s 
license and no such license shall be issued or remain in force unless such person 
shall have furnished a bond or other security approved by the Board, in such 
form and amount as in the opinion of the Board will insure financial responsibil. 
ity and the supplying of the services in accordance with contracts, agreements, 
or arrangements therefor. 

“(d) Licenses shall be effective from the date specified therein, and shall 
remain in effect until suspended or terminated as herein provided. Any such 
license may, upon application of the holder thereof, in the discretion of the 
Board, be amended or revoked, in whole or in part, or many upon complaint, 
or on the Board’s own initiative, after notice and hearing, be suspended, changed, 
or revoked, in whole or in part, for wilful failure to comply with any provi- 
sions of this Act, or with any lawful order, rule or regulation of the Board 
promulgated thereunder, or with any term, condition, or limitation of such 
license. 

“(e) A common carrier by water may compensate an independent foreign 
freight forwarder licensed hereunder for [the extent of the value] services 
rendered to such carrier in connection with any shipment and such forwarder 
may receive such compensation from such carrier when such forwarder has 
[solicited and secured cargo for such carrier, and has performed one additional 
service as set out hereunder, and has so certified :] certified that he has per- 
formed two or more of the following services: 

“(1) The solicitation and securing of the cargo for the ship or the booking of, 
or otherwise arranging for space for, such cargo: 

“{1] (2) The coordination of the movement of the cargo to shipside: 

‘PJ (3) The preparation and processing of the ocean bill of lading; 

“[3] (4) The preparation and processing of dock receipts or delivery orders; 

“{4] (5) The preparation and processing of consular documents or export 
declarations ; and 

“[5] (6) Relieving the carrier of bookkeeping and billing expense by advanc- 
ing or arranging payment of freight and accessorial charges, if any, on all 
prepaid shipments handled by such forwarder on a particular vessel.” 
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PARTIAL List OF SUPPORTERS 


(Other than those in the carrier and forwarding industries) 


City of New York, Department of Commerce and Public Events, New York, N.Y, 


State of New York, Department of Commerce, Albany, N.Y. 
Port of New York Authority, New York, N.Y. 

American Association of Small Business, New Orleans, La. 
Chamber of Commerce of the New Orleans Area, New Orleans, La. 
New Orleans Port Commerce Committee, New Orleans, La. 
New Orleans Board of Trade, Ltd., New Orleans, La. 

New Orleans Traffic & Transportation Bureau, New Orleans, La. 
Mississippi Valley World Trade Council, New Orleans, La. 
International House, New Orleans, La. 

Traffic Club of New Orleans, New Orleans, La. 

Board of Commissioners of the Port of New Orleans, New Orleans, La. 
Western Dark Fired Tobacco Growers Association of Kentucky, Paducah, Ky, 
American Association of Port Authorities, all port States. 
National Export Traffic League, New York, N.Y. 

Overseas Automotive Club, Inc., New York, N.Y. 

American Cotton Shippers Association, Memphis, Tenn. 
Virginia State Chamber of Commerce, Richmond, Va. 
Norfolk Chamber of Commerce, Norfolk, Va. 

Peninsular Chamber of Commerce, Newport News, Va. 
Virginia State Ports Authority, Norfolk, Va. 

Hampton Roads Maritime Association, Inc., Norfolk, Va. 
Norfolk Port Authority, Norfolk, Va. 

Virginia Peninsula Industrial Committee, Newport News, Va. 
Northwest Horticultural Council, Yakima, Wash. 
Wenatchee Valley Traffic Association, Wenatchee, Wash. 
Yakima Valley Traffic Association, Yakima, Wash. 
Mississippi Valley World Trade Conference, New Orleans, La. 
Staple Cotton Cooperative Association, Mississippi. 
Republic Rice Mill, Gueydan, La. 

Standard Export Sales Corp., Louisiana. 

Lyonel Stone Co., Louisiana. 

J'. W. Rudolph & Bro. Clarksville, Tenn. 

Campbell Tobacco Rehandling Co., Louisville, Ky. 

Luckett Tobaccos, Inc., Louisville, Ky. 

Coca-Cola Co., Atlanta, Ga. 

Bruner-Ivory Handle Co., Hope, Ark. 

Lummus Cotton Gin Co., Columbus, Ga. 

Wink Manufacturing Co., Inc., Fargo, N. Dak. 

Athey Products Corp., Chicago, Ill. 

Hoover Equipment Co., Oklahoma City, Okla. 

Spencer Chemical Co., Kansas City, Mo. 

Holt Products Co., Wisconsin. 

M. Steinberg & Son, Inc., New York, N.Y. 

Wm. A. Smith Contracting Co., Inc., Kansas City, Mo. 
Albert Dickinson Co., Chicago, Il. 

L. Sonneborn Sons, Inec., New York, N.Y. 

Vulcan Iron Works, Co., Englewood, Colo. 

Arkansas Oilstone Co., Hot Springs, Ark. 

Dantzler Lumber & Export Co., Jacksonville, Fla. 

Corneli Seed Co., St. Louis, Mo. 

W. B. Kennedy & Sons, Paducah, Ky. 

Hail & Cotton, Inc., Louisville, Ky. 

Alexandria Seed Co., Inc., Louisiana. 

Harley-Davidson Motor Co., Milwaukee, Wis. 

American Machine & Metals, Inc., East Moline, Ill. 
Stephens-Adamson Manufacturing Co., Aurora, Ill. 
Corken’s, Inc., Oklahoma City, Okla. 

Foster Co., Inc., New Orleans, La. 

Hazard Cotton Co., Providence, R.I. 

Dixie Canner Co., Athens, Ga. 

Geo. H. McFadden & Bro., Inc., Memphis, Tenn. 
Sargent-Gerke Co., Indianapolis, Ind. 
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Twin Disc Clutch Co., Racine, Wis. 

Rudolph, Hach & Co., Inc., Clarksville, Tenn. 
Southwestern Petroleum Co., Fort Worth, Tex. 
R. M. Hollingshead Corp., Camden, N.J. 

Vendo Co., Kansas City, Mo. 

Stadelman Fruit, Inc., Yakima, Wash. 

Highlands Briar, Inc., Kew Gardens, N.Y. 
Continental Ore Corp., New York, N.Y. 

Tennessee Handle Co., Inc., Cookeville, Tenn. 
Philip Morris, Inc., New York, N.Y. 

Pp. Simmons (Timber & Veneer) Co., Indianapolis, Ind. 
Dean Co., Portsmouth, Va. 

Chemical Solvent Co., Birmingham, Ala. 

J. P. Carlisle Co., Greensboro, N.C. 

Paddock Pool Equipment Co., Fairfield, Ala. 
James Lumber Co., Boston, Mass. 

Apshawa Groves, Inc., Clermont, Fla. 

L. 8. Isacks Lumber Co., New Orleans, La. 
All-Steel Equipment, Inc., Aurora, Ill. 

United Timber & Lumber Co., Memphis, Tenn. 
United States Stamping Co., Moundsville, W. Va. 
Troy Veneer & Crate Co., Troy, Ala. 
Alger-Sullavan Sawmill Co., Century, Fla. 

Ernst Cohn & Co., Houston, Tex. 

Clay Equipment Corp., Iowa. 

BE. L. Caldwell & Sons, Corpus Christi, Tex. 
Kenite Corp., Scarsdale, N.Y. 

Norris Bros., Greenville, 8.C. 

Hayssen Manufacturing Co., Sheboygan, Wis. 
Chr. Hansen’s Laboratory, Inc., Milwaukee, Wis. 
Acme-Evans Co., Inc., Indianapolis, Ind. 
Industrial Americana & Co., Inc., Los Angeles, Calif. 
Miller Manufacturing Co., Detroit, Mich. 

Geigy Chemical Corp., New York, N.Y. 

N. P. Oliber & Co., New Orleans, La. 

American Maize-Products Co., New York, N.Y. 
Matt A. Deotsch Machinery, Co., Washington. 
Mol Shipping & Trading, Inc., New York, N.Y. 
Stran-Steel Corp., Michigan. 

Penn Metal Co., Inc., New York, N.Y. 

Mercantile Development, Inc., New York, N.Y. 
Baldwin-Lima-Hamilton Corp., Lima, Ohio. 
Summit Industrial Corp., New York, N.Y. 

Jack M. Berry Exporting Corp., Winter Haven, Fla. 
McCord Corp., Detroit, Mich. 

Industrex, Inc., Woodside, N.Y. 

Gulfport Creosoting Co., Gulfport, Miss. 
Anniston Foundry Co., Anniston, Ala. 

American Mills Co., Atlanta, Ga. 

Cedar Rapids Engineering Co., Cedar Rapids, Iowa. 
Tokyo Food Products Co., Ltd., New York, N.Y. 
Tung-Sol Electric Inc., Newark, N.J. 

American Steel Export Co., Inc., New York, N.Y. 
C. O. Brandes, Inc., Cleveland, Ohio. 

Albumina Supply Co., Inc., New York, N.Y. 

J. A. Baker & Co., Charlotte, N.C. 

Bartz & Co., Dallas, Tex. 

Coors Porcelain Co., Golden, Colo. 

Orespi & Co., Dallas, Tex. 

Daniel Radiator Corp., Houston, Tex. 

Farris & Co., Dallas, Tex. 

W. D. Felder & Co., Dallas, Tex. 

Otto Goedecke, Inc., Hallettsville, Tex. 

Japan Cotton Co., Dallas, Tex. 

H. Kempner Cotton Co., Galveston, Tex. 

8. B. Locke & Co., Houston, Tex. 
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Southwestern Cotton Co., Dallas, Tex. 
Sternberg-Martin & Co., Dallas, Tex. 

Jack J. Stoneham & Co., Dallas, Tex. 

R. 8. Tapp & Co., Lubbock, Tex. 

Toyo Cotton Co., Dallas, Tex. 

World Trade Center in New England, Boston, Mass. 
Geo. H. Traylor, Jr., Lubbock, Tex. 

Weil Bros.-Cotton, Inc., Houston, Tex. 

C. L. Andrews Cotton Co., Memphis, Tenn. 

H. A. Astlett & Co., Inc., New York, N.Y. 

Axelson Manufacturing Co., Los Angeles, Calif. 

Cabot Shops, Inc., Pampa, Tex. 

Comet Rice Mills, Dallas, Tex. 

Conway Oil Co., Texas. 

Eastman Oil Well Survey Co., Denver, Colo. 

El Campo Rice Milling Co., El Campo, Tex. 

Garrett Oil Tools, Texas. 

A. P. Green Fire Brick Co., Mexico, Mo. 
Hayes-Sammons Western Hemisphere Corp., Texas. 
Hollingshurst & Co., Inc., New York, N.Y. 

Kilgore Bros., Muskogee, Okla. 

Lucey Products Corp., Oklahoma. 

Midwestern Grain Co., Kansas City, Mo. 

Morrison Milling Co., Denton, Tex. 

W. P. Rabb Cotton Co., El Paso, Tex. 

Rath Packing Co., Waterloo, Iowa. 

Reis & Co., Inc., Dallas, Tex. 

Schofield Trading Co., Inc., New Orleans, La. 

Eugene B. Smith & Co., Inc., Dallas, Tex. 

Standard Milling Co., Kansas City, Mo. 

Starke Taylor & Son, Dallas, Tex. 

Sunn Oi! Co., Texas. 

Texas U.S. Chemical Co., Port Neches, Tex. 

Maryland Port Authority, Baltimore, Md. 

Baltimore Chamber of Commerce, Baltimore, Md. 
Foreign Trade Forum of Baltimore, Baltimore, Md. 
Baltimore Association of Commerce, Baltimore, Md. 
Commerce & Industry Association of New York, Inc., New York, N.Y. 
Transportation Association of America, New York, N.Y. 
Greater Boston Chamber of Commerce, Boston, Mass. 
New England Export Club, Inc., Boston, Mass. 

Foreign Trade Association of Southern California, Los Angles, Calif. 
Dempster Mill Manufacturing Co., Beatrice, Nebr. 
Ballthrall Trading Co., Philadelphia, Pa. 

Rice Bayersdorfer Co., Philadelphia, Pa. 

Neatsfoot Oil Refineries Corp., Philadelphia, Pa. 

Pacific Northwest Pea Growers & Dealers Association, Spokane, Wash. 
Pacific Northwest Grain Dealers Association, Spokane, Wash. 
Pacific Lumber Exporters Association, Seattle, Wash. 
The Cotton Export Co. of Texas, Dallas, Tex. 

Esteve Bros. & Co., Inc., Dallas, Tex. 

Imperial Cotton Co., Dallas, Tex. 

International B. F. Goodrich Co., Akron, Ohio. 

J. J. Miller Cotton Co., Houston, Tex. 

Murray Co. of Texas, Inc., Texas. 

Tennessee Eastman Co., Kingsport, Tenn. 

Union Trading Co., New York, N.Y. 

A.C. Wendorf & Co., Dallas, Tex. 

Galveston Cotton Exchange & Board of Trade, Galveston, Tex. 
Propeller Club, Port of Galveston, Galveston, Tex. 
Galveston Chamber of Commerce, Galveston, Tex. 
Armco International Corp., Houston, Tex. 

Houston Cotton Exchange & Board of Trade, Houston, Tex. 
Texas International Trade Association, Houston, Tex. 
Port of Galveston, Tex., Galveston, Tex. 

Foote Mineral Co., Philadelphia, Pa. 
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Jas. I. Miller Tobacco Co., Inc., Wilson, N.C. 

Virginia Kentucky Tobacco Co., Richmond, Va. 

G. Stalling & Co., Lynchburg, Va. 

Southern Chemical Cotton Co., Inc., Chattanooga, Tenn. 

Washington State Apple Commission, Washington. 

Hood River Traffic Association, Hood River, Oreg. 

Medford Pear Shippers Association, Medford, Oreg. 

U.S. National Fruit Export Council, Yakima, Wash., and its members: 
California-Arizona Citrus Industry, Los Angeles, Calif. 
California Grape & Tree Fruit League, San Francisco, Calif. 
Canners League of California, San Francisco, Calif. 

Dried Fruit Association of California, San Jose, Calif. 

Florida Canners Association, Winter Haven, Fla. 

Florida Citrus Commission, Lakeland, Fla. 

Florida Citrus Mutual, Lakeland, Fla. 

International Apple Association, Washington, D.C. 

National Apple Institute, Washington, D.C. 

Northwest Canners & Freezers Association, Portland, Oreg. 
Northwest Horticultural Council, Yakima, Wash. 

Texas Citrus & Vegetable Growers & Shippers, Harlingen, Tex. 

Sun Maid Raisin Growers of California, Fresno, Calif. 

Sunsweet Growers, Inc., San Jose, Calif. 

Port of Stockton, Stockton, Calif. 

Diamond Walnut Growers, Inc., Stockton, Calif. 

California Cedar Products Co., Stockton, Calif. 

California Almond Growers Exchange, Sacramento, Calif. 

Bond Bros. & Co., Inc., San Francisco, Calif. 

Felix Braun & Co., San Francisco, Calif. 

Thos. D. Stevenson & Sons, Inc., San Francisco, Calif. 

Bercut Richards Packing Co., Sacramento, Calif. 

Otis McAllister Export Corp., San Francisco, Calif. 

Setrakian & Co., Fresno, Calif. 

Cotton Trade Journal, Memphis, Tenn. 

U.S. National Fruit Export Council, Washington, D.C. 


Senator Bartierr. Senator Engle, do you have any questions? 

Senator Enete. I don’t think so at the present time. 

Senator Barrierr. Mr. Barr, you said on the opening page of your 
statement that the forwarder coordinates the movement of export 
cargo—what does he do when he coordinates ? 

Mr. Barr. Well, sir, as an example, if we are moving, say, carloads 
of apples from the State of Washington overland to the port of New 
York, we trace the cars from the point of origin, say, in Yakima, over- 
land, keeping the steamship company abreast of the time the car is 
going to get there, and making sure that the movement is coordinated 
to the extent that it is in New York when the shipper wants it de- 
livered to the vessel. 

Senator Barrierr. You stated that forwarding organizations may 
be classified as being in the small business category. Would that 
apply to all such concerns ? 

Mr. Barr. No, sir; not all the concerns, but I would say it would 
apply to a good 90 percent of them. 

Senator Barriterr. How many of them are there, all told? 

Mr. Barr. Sir? 

Senator Bartierr. How many forwarders are there? 

Mr. Barr. I would say 1,600 are registered with the Federal Mari- 
time Board. 

I would also add to that that about 1,000 of them have 5 or less 
employees. 

Senator Bartietr. Very small? 

Mr. Barr. Yes, sir. 
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Senator Bartierr. Now, you told the committee that in March of 
1957 the Federal Maritime Board proposed a revision of regulations 
which would make it, to use your words, virtually impossible for for. 
warders to continue to receive brokerage. 

Why, in your opinion, did the Board propose such regulations? 

Mr. Barr. Why did they, sir? 

Senator Barrierr. Why did they? How did this happen to occur? 

Mr. Barr. I frankly don’t know the answer, and if you would per- 

mit me I would like to call on Mr. Townsend from San Franciseo 
representing the Pacific coast. freight forwarders, to answer that, Mr. 
Chairman. 
_ Senator Barrierr. I would like to have an answer to that, because 
just before you so declared that you had said that the predecessor 
agency, since 1943, had had a lively and continuing interest in this 
business, and a recognition of its values. 

Mr. Barr. Yes, sir. 

Senator Bartrierr. So if you could, Mr. Townsend, I would ap- 
preciate an explanation. 

Mr. Townsenp. Very briefly, Senator Bartlett, the controversy with 
respect to brokerage had been carried on for some time on the Pacific 
coast, particularly by conference known as the Pacific Coast-European 
Steamship Conference, which was composed of some 20-odd steam- 
ship lines, of which only one was an American line, and the rest were 
all foreign lines. And that steamship company, or steamship con- 
ference, had been preventing its members from paying brokerage on 
certain commodities, and after all of this litigation before the Board 
took place, that particular conference, through certain technical de- 
tails, wer not been named as a respondent in those proceedings, and 
they continued therefore this fight on the brokerage question. | 

Now it just happened that the firm of attorneys that represented 
that conference, and certain of the other conferences on the Pacific 
coast that had originally been opposed to brokerage, the firm of at- 
torneys representing them was composed of a man who subsequently 
became chairman of the Federal Maritime Board, and his views 
naturally, as an advocate, were carried over into his views as a judge 
of these matters. 

And I believe he has so stated in testimony before these congres- 
sional committees. 

Now with that change in personnel of the Board, the situation as- 
sumed an entirely different atmosphere, and the forwarding industry 
was placed in the position where it is being compelled to relitigate 
everything that took place over the prior 12 years when these prob- 
lems had all been solved with respect to all of these conferences other 
than this one that continued the battle. 

Now that briefly is the background of these rules, that it came 
about through a ona in the Board’s personnel with naturally the 
Board’s personnel then having ideas which were divergent from those 
of its predecessors. 

Senator Barrierr. You tell the committee that a present member 
of the Board had, before he entered Government service, taken a posi- 
tion as a private attorney against the brokerage fees ? 

Mr. Townsenp. Yes. 

Senator Bartrierr. Who is that? 
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Mr. Townsenp. That is Chairman Morse, Chairman of the Federal 
Maritime Board. He was a member of the firm of Graham & Morse, 
in San Francisco, who represented the steamship—practically all of 
the steamship conferences operating from the Pacific coast. 

Senator Barrierr. Well, has Chairman Morse acted in his official 
position in respect to any of these matters? _ 

Mr. Townsenp. He has. He acted in his official position in one 
case; What is that docket 767 ? 

Mr. Uniman. Yes. 

Mr. TowNseNnpb. Docket 767, in which the examiner of the Federal 
Maritime Board decided—that case involving the Pacific Coast-Euro- 
pean Conference, formerly represented by Chairman Morse and his 
associates—the examiner decided that that conference should be re- 
quired to comply with the prior decisions of the Board with respect 
to brokerage. And should not be permitted to have brokerage restric- 
tions contrary to those prior decisions. 

When the matter came before the Board on the examiner’s recom- 
mended decision, the Board held that the situation with respect to that 
conference could be different from all of the others, and that that con- 
ference could continue having these brokerage prohibitions and re- 
strictions, whereas all other conferences in the country were in a 
different position and could not have those prohibitions. 

And in the same decision, the Board said that it would institute a 
new proceeding to reconsider all of the past brokerage decisions, and 
that was the situation. 

Now, subsequently, Mr. Morse started—well, Mr. Morse and his as- 
sociates promulgated these proposed brokerage rules which are com- 
mented on in Mr. Barr’s statement, and we filed, the forwarders filed, 
motions challenging the Board’s jurisdiction to issue those rules, and 
Chairman Morse was about to sit in those matters, and we made a 
motion that he should disqualify himself, which he eventually did, 
but even since that time he has appeared before committees of Con- 
gress and has expressed his views on brokerage. 

Senator Eneie. May I ask a question in connection with this? 

Senator Barr err. You may, sir. 

Senator Encur. I observed several statements that puzzled me a 
little. 

For instance, Mr. Morse, to whom you just referred, has filed a 
statement—there was a statement submitted for the record in these 
proceedings, where he says: 





Carriers for competitive reasons do not question brokerage bills submitted to 
them for payment. As a general matter they knowingly pay all such bills. The 
proposed legislation would appear to authorize payment of brokerage by carriers 
to freight forwarders for services which the forwarder is already obliged to per- 
form as shippers’ agents. Such brokerage payments would not in any sense of 
the word be earned by the forwarder. 


Then T see in the House committee’s report on this legislation, on 
page 2, they make the following statement: 


The industry was rife with too many dummy forwarders and people who held 
themselves out as forwarders when in actuality they had no knowledge or back- 
ground, and did no actual work concerning the business of freight forwarding. 
The industry further had numerous individuals who were not mentally, morally, 
or financially qualified to engage in such occupation. 
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And in another place here, it says, on page 3, the bottom of the page, 
of the committee report: 


It had been a prevalent practice that they were demanding and receiving 
brokerage fees from carriers when in reality no brokerage service had beey 
rendered and no brokerage fees should have been paid. 

Now, the latter two is what the committee said. The first statement 
I read from Mr. Morse’s argument. 

Now what is this all about? Do we have situations in which people 
are collecting for services they don’t render; is that what this js 
about ? 

Are these statements true and, if so, how does this bill fix it? 

Mr. Townsenp. Well, Senator Engle, the purpose of this bill is to 
permit the continued payment of brokerage in situations where it is 
proper and to prohibit it in situations where it is not proper. 

Now, we—— 

Senator Eneir. Can you tell me why the statement is true, if it is 
true, that as a general matter they routinely pay all such bills, and 
that for competitive reasons they do not question brokerage bills sub- 
mitted to them for payment? I just don’t understand that. 

Mr. Townsenp. I don’t think that is a correct statement 
Engle. 

I think if you will review the record in these proceedings you will 
find that steamship witnesses, and particularly the American stean- 
ship witnesses, have specifically stated that the ocean freight for- 
warders per form services that are of real value to them, and that w- 
less those services were performed by the forwarders the steamshi 
companies, themselves, would be required to increase their staffs and 
to do all this work that the forwarders are now doing, and that that 
would cost the steamship companies more in additional expense than 
the payment of brokerage. 

Now, it is a fact, and it is well established through these various 
proceedings, that the forwarders perform services that are of value 
both to the shipper and to the carrier, and it has been the recognized 
practice over the years that the shippers pay for the part that is of 
their benefit and the carriers pay for the part that is for their benefit. 

And that is the situation that has been recognized. 

Now, there are certain steamship companies that have not. paid 
brokerage. They have adopted a policy of not paying that, and it is 
up to the individual steamship lines, But on the overall picture, just 
as in a letter from the Pacific-American Steamship Association, ad- 
dressed to Senator Magnuson, which is composed of the American 
steamship lines operating from the Pacific coast—that letter was dated 
February 12 of this year—and in that letter it is stated that the for- 
warders perform a variety of services of value to shippers and ship 
operators, and that association supports the subcommittee version of 
H.R. 5068 because they want to have these forwarders continued in 
business, and they want to be able to pay them for these services that 
would have to be performed by the steamship companies if the for- 
warders did not perform them. 

Senator Ener. In connection with that, are you familiar with the 
statement filed by J. Monroe Sullivan, the vice president of Pacifie- 
American Steamship Association? This statement appears on page 
66 of the hearing before the House Committee on Interstate and For- 
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eign Commerce, correct ing the statement before the Senate committee, 
on H.R. 8382, whic hI underst: ind is identical with the sube ommittee 
pill, those hearings occur ring on August 13, 1958, in which I read the 
following language, and I quote : 


This language— 
referring to the bill— 


is vague and impossible of clear interpretation. Its adoption will only create 
ill will and misunderstanding by the carriers and forwarders, and would un- 
doubtedly result in numerous lawsuits. Section E attempts to legislatively move 
the cost burdens to ship lines which are new and radical, and which would re- 
quire carriers to accept new responsibilities which they do not now have. 

I am not asking you to speak for Mr. Sullivan, but, since you read 
his letter into the record it just puzzles me that he now supports leg- 
islation which if I interpret this statement correctly he opposed on 
August 13, 1958. 

Mr. Townsenv. That is ver y easily explained, Senator Engle. I did 
not read the entire letter of the association into the record. It is 
signed by Ralph P. Dewey, the president of that association, but com- 
ing to your last question, ‘that bill that was covered by the Senate re- 
port that you—or the hearing that you just mentioned, was a dif- 
ferent bill from H.R. 5068. 

Now, H.R. 8382 bothered the steamship companies in this respect: 
In the ‘first place, there was a requirement that only one of a list of 
services be performed, and in the second place, and primarily, there 
was no provision in H.R. 8382 requiring the forwarder to certify 
that he had performed the required services, and the steamship lines, 
if you will read that testimony, you can see that this was what they 
had in mind—the steamship companies were afraid that the burden 
would be placed on them by law to check each shipment and find out 
whether the required services were performed. They considered that 
that would place an undue burden on the carriers themselves. That 
has been remedied in H.R. 5068, and particularly the subcommittee 
version, in two ways. In the first place, it is required that two of the 
six enumerated services be performed, so that we make certain that 
the forwarder is actually engaged in handling this shipment, and, 
in the second place, the burden is placed on the forwarder to certify 
that he has performed the required services. That takes the burden 
of the steamship companies so they are, therefore, satisfied with that 
provision. 

Mr. Uttman. And asa result, Senator, the Pacific-American Steam- 
ship Association has changed its position since the time that Mr. Sul- 
livan submitted that for the record in 1958. They now endorse the 
House special subcommittee version of 5068, as Mr. Townsend has 
indicated. 

Mr. Townsenp. That is correct. 

Senator Encarn. Of course, if services are being rendered to the 
shipper, and to the carrier, which are valuable to both the shipper 
and the carrier, somebody ought to pay for those services, but what I 
cannot figure out is w hy you have to license them. What is the reason 
for that? 

Mr. Townsenb. Well, the reason for licensing them is to enable the 
Federal Maritime Board to have more control over the situation. 


54112—60—_5 
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Now, the present situation is very loose, and it is a loose form of 
registration, and the licensing—ever ‘ybody concedes—is in the interest 
of the commerce of the United States, so that the Board ean have 
more control over them and try to make certain that those who are 
licensed have the proper responsibility and are properly qualified, 

Now, the steamship lines don’t dispute the licensing part. That is 
for the interests of everybody. 

Mr. Uriman. The Federal Maritime Board approves the licensing 
requirements even though Mr. Morse has consistently testified against 
the brokerage provisions in the bill, sir. Everybody concedes it is 
well for the forwarder to be a competent, financially and morally 
responsible individual, but under the registration system that now 
exists, the Board has no jur isdiction at all to determine a forwarder’s 
qualifications, whether he is financially responsible, or whether he 
has been convicted of a serious crime, or not. So the licensing provi- 
sions will guarantee to the American shipping public qu: alified com- 
petent people in the industry. 

Senator Eneie. Of course, it is important in all businesses to have 
financially qualified people of good moral character. 

Mr. Utiman. Yes, sir. 

Senator Eneie. But, where an industry is paying for a service it 
gets, I don’t see why you have to license them. That is the thing 
that puzzles me. 

Mr. Uttman. Well, let me give you a very vivid illustration that 
just took place in New York, if I may. A shipper turned over 
$35,000 worth of freight money to a forwarder. The forwarder is 
supposed to turn it over to the steamship line. The forwarder hap- 
pened to be financially irresponsible, it happens once in a while, and 
he went bankrupt. There the shipper is now being called upon to 
pay the freight money again to the steamship line. 

Now, if the Federal Maritime Board can license forwarders, exam- 
ine into his financial responsibility, requiring as this bill does for him 
to put up a bond to make sure that he is finane ially responsible, the 
shipping public in that situation would not be left holding the bag. 
That is the advantage of the licensing requirement to the shipping 
public. This is something not of particular benefit to the forwarders, 
it is of more benefit to our American exporters and our ocean carriers 
to know they are dealing with responsible people. It is an added 
burden to the forwarding industry which we are willing to assume 
in view of the overall benefits everyone will get from it. 

Senator Enatx. Who, in the instance you referred to, did the 
broker or forwarder act for? If he acted as the agent. of the shipper, 
the shipper was stuck. If I send my horse to somebody, and they 
make off with the horse, I have had it. 

Mr. Utitman. That is correct. The shipper there would have to 
pay twice, because unfortunately he relied upon a forwarder who did 
not have the sufficient financial responsibility. That danger would 
not. exist, sir, if all forwarders had to be licensed, and their financial 
responsibility checked into by the Federal Maritime Board before 
they were given a license. 

Senator Ener. Well, if I was a shipper I would have made the 
check jointly to the forwarder and the steamship company so they 
would both have had to endorse it. If they haven’t any more sense 
than that they ought to lose their money. 
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Mr. Utitman. The exporter has found that out much to his chagrin, 
Senator. 

Senator Encore. That doesn’t justify in my mind setting up the 

Federal Government in another licensing program. 

Mr. Uriman. Well, they register the forwarders now. They have 
to—we have to file applications. We have to set forth a lot of ma- 
terial. This would be just part of their overall function, but. it would 
assure competent people in the business. And that to me is for 
everybody’s gain. 

Senator Ener. That is why I asked this question about the sub- 
committee’s report, because the subcommittee says : 

The industry was rife with too many dummy forwarders and people who held 
themselves out as forwarders when in actuality they had no knowledge or back- 
ground and did no actual work concerning the business of freight forwarding. 


And then Mr. Morse says: 


Carriers for competitive reasons do not question brokerage bills submitted to 
them for payment. As a general matter they routinely pay all such bills. 

That is a strange practice. I would have to say any competitive 
business outfit that just writes a check when somebody hands them 
a bill ought to be thoroughly examined and keel-hauled, in my opin- 
ion, by somebody, including the Government, if we are subsidizing 
them. 

Mr. Utirman. May I explain what the Board meant there by 
“dummy forwarders,” Senator, because I think there is a little con- 
fusion on that point. 

Under the present registration system, if an exporter wants to set 
himself up in the forwarding business he merely files an application 
with the Federal Maritime Board, and the subsidiary corporation of 
the exporter is given a registration number, and he can engage in the 
forwarding business. He is—this subsidiary becomes a dummy for- 
warder in the sense it is controlled by the exporter. 

That dummy isn’t really in the forwarding business. He is set. up 
for the purpose of putting in a bill for brokerage, and in effect 
getting an indirect rebate for the shipper. 

Now, what we are trying to do in this bill is to eliminate that situ- 
ation by providing in the compensation section that steamship lines 
cannot pay brokerage to other than an independent ocean freight 
forwarder. That. is an ocean freight forwarder that does not have 
any affiliation with a shipper. 

That takes care of Mr. Morse’s objection about dummy forwarders 
receiving brokerage. As to his other objections, the effect that for- 
warders receive unearned broke rage they don’t deserve what they get, 
he has maintained that through the years, both as an advocate befor e 
the Board, and before the courts, and he has been uniformly, sir, un- 
successful in that. He has lost these cases, at least his own law firm 
lost these cases before the Maritime Commission. The Federal courts 
sustained the forwarder position on that, but he nevertheless con- 
tinues to maintain that position before the committee now. 

Senator Ener. I know, but we have middlemen in a lot of the trans- 
portation fields. Let us assume I want to go around the world. I can 
go to a travel agency and they will fix up all my tickets for me and 
get the whole thing handled. “They get paid for that. They are not 
licensed, as far as I know. 
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What if I am a shipper and I want to deal with a broker? T wil] 
take care of the paperwork myself. Do I have to pay a broker under 
this legislation ? 

Mr. Utiman. No, sir. 

Senator Enere. Or a forwarder? 

Mr. Utiman. No, sir. The shipper can continue to do his own 
work. There is nothing in this bill which restricts the exporter 
from continuing to handle his own papers. 

Senator Eneiz. As a matter of fact, and a matter of practice, do 
they ever do that? 

Mr. Untiman. Yes, sir. Large shippers, those who can afford to 
maintain export departments at the port, and there are only a handful 
of them that do it, still do their own forwarding at the ports, but the 
overwhelming majority of American exporters rely upon the ocean 
freight forwarder at the port to handle their shipments because they 
are simply not in a position to maintain these export traffic depart- 
ments in each port. 

Senator Ener. I can see how they render a very important service 
for the small shippers. 

Mr. Barr. Senator, you asked a question before, going back to what 
was in this report of the House on the bill, and you mentioned that 
they said the industry was rife with too many dummy forwarders, 

That is in my opinion, and I am president of a forwarding company, 
not a true statement. We have 1,600 forwarders in the ports of this 
country, and, to the best of my knowledge, they found very, very 
few, a handful at most, that you could put in the “dummy” classifica- 
tion. 

Senator Eneve. Thank you very much, Mr. Chairman. 

Senator Barrierr. What I still can’t get through my noggin is 
what competitive reasons in any circumstances would cause a steam- 
ship company to pay for services that were not rendered. What com- 
petitive reasons could exist so that a businessman would pay out good, 
hard money for a service that wasn’t provided for him? 

Mr. Barr. Well, sir, I don’t think that they do. I would agree with 
you, I do agree with you, that the steamship companies don’t just 
arbitrarily pay it out, that they do use business Judgment. They 
know who the forwarders are in each of these ports. 

Senator Barrierr. Do you know of any circumstances at all where 
they have done this? The statement is categorically made in the 
House report. 

Mr. Barr. No, sir; I do not. 

Mr. Utiman. Well, I might say this, Senator. There have been, 
and we want to be perfectly frank about this, isolated situations where 
forwarders do not handle the ordinary export work of the shipper, 
but they have been receiving brokerage on those shipments. 

Now, that is a fraction of 1 percent of the overall brokerage that is 
being paid. The Federal Maritime Board has distorted that all out 
of proportion to give the general impression that forwarders do not 
earn their brokeage. That just isn’t so. 

We are seeking to remedy that situation in H.R. 5068 by making it 
mandatory that the forwarder perform at least two services before he 
can request brokerage from the steamship line. In other words, he 
must be associated with the movement of that cargo to a minimum 
and appreciable extent, and that we believe coupled with the certifica- 
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tion requirement eliminate this isolated situation where on infrequent 
occasions forwarders have collected brokerage where they performed 
no services. ; 

Senator Barrierr. Now, Mr. Barr, you told us that the special 
committee on the House side had given long and earnest and careful 
attention to this subject, reported out a bill, then at _a time very close 
to adjournment of Congress the full Committee on Merchant Marine 
and Fisheries on the House side considered and approved that which 
you describe as some hastily considered amendments. 

” Iwas wondering if you could give a little more background on that? 

Generally, when the subcommittee has been working on the subject 
for a long while, and has arrived at carefully reasoned conclusions, 
the recommendations of that subcommittee are accepted, but here you 
tell us that some radical revisions were made by the full committee. 

Would you dwell upon that a bit more? 

Mr. Barr. Well, sir, I don’t know why they were made, except 
that it was at Mr. Bonner’s insistence. We have certainly had no 
knowledge of it. As far as I know, the subcommittee had never con- 
sidered them. It was so close to the end of the session that my un- 
derstanding was it was on a take it or leave it basis. If the forward- 
ers wanted a bill, this was it, or nothing. 

I believe it was passed out of the committee on that basis. But 
as I pointed out in my statement today, the amendments that were 
made to the subcommittee version are just such a nature that I don’t 
see how we could live under them. 

Senator Bartierr. Well, let us assume circumstances whereby this 
committee would accept your recommendation to report out S. 2300, 
or to report out H.R. 5068 in a manner which you would consider 
properly amended. 

Mr. Barr. Yes, sir. 

Senator Barrierr. Would not that same situation be confronted 
then in conference ? 

Mr. Barr. Sir, I hope not, but I really don’t know the answer 
to that one. 

Mr. Utiman. Well, we think this, Senator, that the subcommittee 
version of H.R. 5068 being a result of 4 years of study, we think the 
House conferees would be amenable to taking that bill if this Sen- 
ate committee should report it out. After all, this is the work of 
their experts, and when you give them back in conference the same 
bill that they put out in subcommittee they really shouldn’t have too 
much objection. 

Senator Barrierr. You have a hope but no sure knowledge? 

Mr. Utitman. We havea hope and a prayer. 

Senator Barrierr. Mr. Barr, on page 9 of your statement you use 
the words, and I quote— 

There is little doubt that the Federal Maritime Board would define it so 
narrowly as to make brokerage payments impossible. 

That is the end of the quotation from your statement. 

Why do you make this assumption ? 

Mr. Barr. Well, sir, the Chairman of the Federal Maritime 
Board—and I would just go back to what he has said in previous testi- 
oe particularly at a hearing of the House subcommittee on June 
8, 1959. 
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He stated that he feels there are too many forwarders and that if 
they didn’t receive brokerage that would eliminate a great many of 
the forwarders. That is a rough way to eliminate them and put 
them out of business. 

So, therefore, we feel that any such narrow requirements such 
as solicit and secure, which I frankly don’t understand—I know 
what the words mean, but in placing it in my own business from a 
practical standpoint I just don’t know how it would work out, and 
I feel the very narrowest sense would be applied to it by the Fed. 
eral- Maritime Board. I don’t see how without more litigation or 
more coming back to Congress for amendments, how our industr 
could live with that kind of clause. 

Mr, Uttman. We don’t have to speculate on that, Senator, because 
in the Board’s proposed rules they do define securing cargo, and they 
also define when a forwarder is entitled to receive brokerage. The 
net effect of the rules is to accomplish a complete denial of brokerage 
under their proposed definition. So we have a pretty good idea what 
they would do with that term “secure cargo.” oc 

Senator Barrierr. Well, perhaps you answered this adequately 
already, but I am going to revert to a statement used by Senator 
Engle, and ask, why should forwarders come under Federal controls 
any more than the travel agent, to use his own illustration, because 
you might go and plunk down $3,000 for such an agent for a trip 
around the world, and when you went to get your ticket you would 
find out that he had gone out of business. 

Why should the one have a Federal control exercised respecting 
his business and the other does not ? 

Mr. Barr. Sir, could I have Mr. Ullman answer that; he has it 
right here. 

Mr. Utiman. Well, the answer is briefly, Senator, that the for- 
warders are presently under Federal control. They are the persons 
subject to the Shipping Act of 1916, and they have been regulated 
now by the Federal Maritime Board for 10 years, or more, 

Senator Barrierr. Should they be? Why should they be? 

Mr. Utiman. Well, if the Senator is proposing that we be relieved 
of all Federal regulation, and not be subject to these onerous Board 
rules, I would say I suppose that the industry would heartily endorse 
it. 

Senator Bartierr. I am not proposing anything. I am just very 
curious, as apparently the Senator from California is. 

Mr. Townsenp. May I just state this, Senator Bartlett, that very 
question as to whether ocean freight forwarders are presently sub- 
ject to the Shipping Act, and, hence, subject to the jurisdiction of the 
Rederal Maritime Board, went to the Supreme Court of the United 
States, and the Supreme Court of the United States held that they are 
subject to the Shipping Act under certain language in section 1 of 
the act. 

Senator Barrierr. We can denounce the Supreme Court, but I 
guess that is all we can do about it if they are wrong. 

Mr. Townsenp. I guess you can amend the law if you want to. 

Senator Bartiterr. Any further questions, Senator Engle? 

Senator Enetez. No. 
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Mr. GrinsTEIN. In 8. 2300, on page 2 of the bill, subsection (b), i 
says a forwarder’s cei shall be issued to any qualified splice 


therefor if it is found by the Board that the : applic ant is a citizen of 
the United States. 


This does not appear, I don’t believe, in H.R, 5068. 
this is necessary to the bill ? 

Mr. Barr. May I have Mr. Ullman answer that? 

Mr. Uttman. The industry feels that the citizenship requirement 
is not necessary. We fell that if people who are qualified in the for- 
warding business come from any other country and wish to make 
their livelihood in this country, there is no reason that we can see 
for security purposes or otherwise that they should be citizens of the 
United States, and they are entitled to earn their living here as a 
forwarder if that is what they can best do. 

Mr. Barr. And, furthermore, Mr. Grinstein, I think the forwarders 
of this country might some day have the idea, or some of them already 
do, to go to Rotterd: am or H: umburg and set up their own offices. I 
imagine if we would not permit the German forwarders and the 
Dutch forwarders that are presently over here from going into busi- 
ness, unless they were American citizens, we would have the same 
problem when we went over there. 

Mr. Grinstein. A letter from the State Department indicated it 
would be a violation of our treaty of friendship with certain coun- 
tries. 

Mr. UtuMAN. I was going to mention, I think there are some treaties 
with other countries which would make it very difficult to set up what 
they would consider a discriminatory practice. 

Mr, Grinstein. Does anything in this bill affect the present agree- 
ment prohibiting the payment of brokei rage in the offshore domestic 


trades, such as Puerto Rico? 

Mr. Barr. No. Not as we construe it. There is nothing whatso- 
ever in the bill. We are concerned actually with brokerage in the 
foreign offshore trades, not in the domestic trades. 

Mr. Grrnstern. Does anything in this bill prevent a carrier or 
carrier affiliated freight forwarder from being licensed as a freight 
forwarder—as a foreign freight forwarder ? 

Mr. Barr. No, not as we construe it. 

Mr. Grinsrern. Under the proposed regulations of the Federal 
Maritime Board, you have indicated in your statement that it would 
have a very drastic effect on the industry. How would that come 
about ? 

Mr. Utitman. The proposed rules? 

Mr. Grinstein. Proposed regulations of the Federal Maritime 
Board. 

Mr. Utiman. They would accomplish a complete denial of broker- 
age, Mr. Grinstein, and their own figures indicate that brokerage 
constitutes on the average 31 percent of the overall revenue of the 
industry. 

In the case of the larger and more important forwarders, it is even 
40 and 50 percent of their revenue. Now, if that is wiped out in one 
fell swoop, if an industry which has been receiving that revenue for 
100 years suddenly loses it, the result would be catastrophic. 

Mr. Grinsrern. In the proposed rules do they redefine brokerage so 
that a freight forwarder would not get it? 


Do you believe 
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Mr. Utiman. Well, they do it inferentially. In. their proposed 
rule 13(j) they say that thie forwarder does not perform a brokerage 
service if he turns over the freight by reason of the fact that he js 
acting as a forwarder on the shipper , and since every forwarder acts 
as a forwarder on the shipment the net effect of this indirect way of 
wording it is to eliminate all brokers. That just isn’t my own inter. 
pretation. 

The Chief of the Federal Maritime Board in the past has told me 
as he reads that language it means the same thing, and it would ae- 
complish a complete denial of brokerage. 

Mr. Barr. I would just like to add to that the practical aspect of 
what this would mean. My understanding of it is that if I went to 
a steamship company in my capacity, with my company, and booked 
a thousand tons of cargo for a foreign country, say for Rotterdam, 
the steamship company would be able to pay me brokerage without 
my doing anything more except a telephone call, and the Federal 
Maritime Board would recognize that, but if I went to the same 
steamship company and booked a thousand tons of ¢ argo and then did 
all of the other services, such as making the deck, doing the forward- 
ing, coordinating the cargo, under the Federal Maritime Board’s in- 
terpretation I wouldn’t be able to get brokerage, which really seems 
quite silly. 

Mr. Grinstein. In other word, they prohibit the payment of bro- 
kerage for anything other than a brokerage function as defined in the 
act ? 

Mr. Barr. Right. They say a broker can receive brokerage, but a 
broker-forward cannot receive brokerage. It just doesn’t make any 
sense. 

Mr. Utiman. A broker who performs just a brokerage function is 
entitled to brokerages; if in addition he does a lot of other work of 
benefit to the carrier he cannot get brokerage under these rules. 

Mr. Grinstrern. Could the carrier pay him a brokerage fee even 
though he was performing a brokerage-forwarder function ? 

Mr. Utitman. Not under these rules, sir. 

Mr. Grinstein. The carrier is prohibited from paying a brokerage 
fee? 

Mr. Uuiman. Yes, sir; the forwarder would not qualify. If he 

rforms forwarder services on the shipment, under the Board’s theory 
e obtains control of the cargo by reason of being agent of the ship- 
per, in which case he gets no brokerage. 

Mr. Grinstein. In other words, a forwarder is the agent of the 
shipper and, as such, he would not be entitled to the brokerage fee? 

Mr. Utiman. This has been the theory of the old firm of Graham 
& Morse for 20 years, which they have unsuccessfully advocated. We 
now find it in the rules. 

Mr. Grinstern. Now, the chairman, Clarence Morse, has disquali- 
fied himself, has he not, from any decision upon these proposed 
regulations ? 

Mr. Utiman. At our insistence he has disqualified himself from 
any future participation in these Board decisions; yes, sir. 

Mr. Grinstetn. So the other two Board members, Mr. Staken and 
Mr. Unander, would be making the decision on these proposed 
regulations ? 
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Mr. Utiman. Yes. 
Mr. Grinstretn. Under the present law does the Federal Maritime 
Board have the authority to put in regulations conforming to section 
(e) of the present bill 4 
{r. Utuman. As to the terms and conditions under which brokers 
should be paid. Well, they say they have the authority. We main- 
tain that they do not under the Shipping Act. We say that they 
can regulate only the business of forwarding, and the payment of 
freight brokerage is not the receipt of money in the forwarder’s ca- 
pacity as a forwarder. It is in his capacity as a freight broker, and 
we say that does not come under the Shipping Act. 

We are in dispute with the Board on that, and that is one of the 
reasons we are seeking this legislation. 

We would like to end this 15 years of litigation we have had on 
these problems once and for all, by a statement of congressional policy. 

Mr. Grinstrewn. In other words, under this bill a freight forwarder 
would be wearing two hats, one as a freight forwarder, and second, 
as a freight broker ? 

Mr. Utiman. Well, under this bill we try to eliminate that dis- 
tinction which has caused so much trouble in the past and has given 
rise to 15 years of litigation. This bill merely says that a forwarder 
can be compensated by a steamship line if he performs services for 
them, and that is all there is to it. 

It doesn’t try to draw a distinction as to whether he is acting in 
the forwarding capacity or in the freight broker’s capacity, if he 
renders the service which the steamship line feels is of value, then we 
say he can be compensated, but I want to emphasize that there is noth- 
ing in this bill that makes it mandatory that a carrier must pay 
brokerage. ‘That is left to the carrier’s determination, and on in- 
dividual managerial discretion. This committee would not be mandat- 
ing brokerage in this situation. The carrier can decide whether they 
want to pay or whether they do not want to pay, and that decision is 
being made every day in the week today. 

Senator Encie. Do you yield? 

Mr. Grinstein. Yes. 

Senator Eneie. Under that situation wouldn’t you still have the 
litigation ? 

Mr. Uttman. No, sir; because the litigation we are presently in- 
volved in before the Board, and prior to that time even in the courts, 
revolved around the issue as to what is brokerage, what should the 
forwarder be paid for? Is he entitled to receive compensation from 
a steamship line if he is the agent of the shipper? And this would 
once and for all solve those problems, Senator Engle, by Congress 
saying the forwarder is a valuable adjunct of foreign commerce, he 
performs necessary services for the carrier. If the carriers want to 
pay him for any of these services, if he performs two or more of them, 
and so certifies, then we are going to let the carrier pay him, and that 
would end it once and for all. 

_ It is a good bill, but if it is the House version of the bill we feel 
it will lead to a lot more litigation and a lot more confusion. The 
subcommittee version of the House bill I think would do the job. 

Senator Enetr. Who is litigating now? Is it the carriers or the 
shippers, or both ’ 
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Mr. Utiman. The carriers are not litigating. The carriers were 
brought into the proceedings by the Federal Maritime Board, The 
shippers are not litigation. The Federal Maritime Board has started 
three different proceedings involving this question of brokerage. And 
we are now in the examiner’s stage of these proceedings. These are 
essentially proceedings, Senator Engle, that Mr. Townsend started 
to litigate before this Board in 1946, involving the same questions, 

Senator Eneie. What are they litigating about ? 

Mr. Utiman. That is what we would like to know. We thought it 
was settled until the present Chairman came to the Board. For 10 
year or more we had no problems, then the whole thing started all 
over again. 

Senator Encie. What did he do? 

Mr. Utiman. He initiated the present proceedings, reraising the 
questions that we had thought had been finally determined, both be- 
fore the Board and in the Federal courts, because the decision of the 
Board on this brokerage issue was sustained by a Federal court in 
New York and a Federal court in California. 

We thought we had an end to it. Now we find we are before the 
Board again on the exact same issues, and this time we are very much 
afraid that unless we get congressional relief the forwarding industry 
is just not going to be in existence when the Board finishes with us. 

Senator Ener. Well, what the Board is saying is that subsidized 
carriers cannot charge brokerage fees against their cost of operating 
is that right ? 

Mr. Utiman. No; this has nothing to do with the question of sub- 
sidy, Senator Engle. The Board is putting in a flat mandate against 
not only subsidized carriers, but unsubsidized American carriers and 
foreign carriers, as well, who operate from our shores. 

The Board’s proposed rules say flatly that no carrier operating in 
our foreign commerce can pay brokerage to an American ocean freight 
forwarded, although the same carriers are at liberty to pay brokerage 
to forwarders overseas. 

Senator Enete. That wouldn’t preclude the freight forwarder or 
the broker from charging the shipper, would it ? 

Mr. Utiman. No, sir; he can charge the shipper. But the testi- 
money we have, Senator, is that our exporters are just not in a posi- 
tion to continue to pay increased transportation costs. They are find- 
ing it more difficult every day in the week. We have the testimony of 
Mr. Robb, of the Sunkist people in California, before the Federal 
Maritime Board last year. His testimony was that his company could 
not. afford to pay $1 more in transportation expenses. 

Now, the effect of denial of brokerage would mean that all ex- 
porters would have to pay an awful lot more in their transportation 
costs, 

Senator Enaie. It looks to me like it gets back on the cost of the 
product eventually, anyway, whether the carrier pays it or the ship- 
per pay it. 

Mr. Uttman. And our position is that if the forwarder performs 
services for both, they should both be permitted to pay it, which has 
been the traditional way for a hundred years. 

The Board says “No. Let the shipper pay it all.” And the car- 
riers have said that they want to pay it. They understand how im- 
portant a forwarder is, and that if they cannot pay it to the forwarder, 
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and they have to do the forwarding work themselves at the rae that 
would be more expensive to them, Senator, than paying brokerage as 
they do now. 

Mr. Barr. I think the letters that have come in from the shippers, 
I know I have seen copies of them, state over and over again one addi- 
tional penny of cost to them as far as their transportation costs, in- 
eluding forwarding and other transportation, makes it that much more 
difficult for them to sell in foreign markets. 

Senator Eneie. What makes you think that the carrier wouldn’t 
put that on the freight? In other words, if he is paying a cent and a 
quarter, which is the minimum, for forwarding services, he has to get 
that money back. 

Mr. Barr. Well, sir 

Senator Ener. It will go right on the shipping bill and the shipper 
will pay it, and then it will go right back to the fellow who crated the 
oranges. 

Mr. Barr. Sir, the carrier hasn’t done that in a hundred years. 
They testified brokerage is not considered when they are working up 
their rates. In other words 

Senator Encir. Where does it come from; do they pull it out of 
the air? 

Mr. Barr. No; it is included in the freight rate; it always has been. 
On $100 it is $1.25. That is for all the services that the forwarder 
performs for the carrier, which if the forwarder didn’t perform it the 
carrier would have to set up a department to do it himself, He feels, 
at $1.25 a $100, he is getting off pretty cheap. 

Senator Enater. I, for the life of me, cannot figure out how he can 
charge for the services of the middleman and not have it show up some 
place on the cost of the product. 

Mr. Uttman. Well, the steamship conference chairmen have testi- 
fied, sir, in fixing freight rates, they consider a lot of factors—com- 
petition and everything else—but that this very slight brokerage cost 
is so insignificant that it does not enter into their considerations. 

Now, they testified to that time and time again. 

Mr. Townsenp. If I might just add this, Senator Engle: When cer- 
tain steamship conferences have commenced paying brokerage, and 
have not previously paid it, they have not increased their freight rates 
by the 114 percent that they paid out, and, conversely, they have in- 
dicated that if brokerage were discontinued they would not expect to 
reduce their freight rates by 114 percent. It is just lost in the overall 
picture. 

Senator Eneir. They have to take it out of their profits, then, be- 
cause it has to come from somewhere. 

Mr. Grinstern. On page 1 of your statement running over to page 2, 
you list approximately six services that the forwarder performs. No. 2 
is “reserve space for the cargo aboard the steamer.” 

Now, excluding that, Nos. 1, 3, 4, 5, and 6, does the—first, let’s in- 
clude that, 1, 2, 3, 4, 5, and 6. Does the forwarder perform each of 
these services on every shipment ? 

Mr. Barr. No, not each of the services, but if he certifies, as we 
have in my statement, if he certifies, or the bill that we want—if he 
certifies to the fact he has performed two of the services, no doubt 
from a practical standpoint he will have allied himself with the cargo 
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to such an extent that he will perform the other services, too. He 
generally performs all of the services. 

Mr. Grristern. Now, in performing the services 1, 3, 4, 5, and 
6, is the forwarder the agent of the shipper, or the agent of the 
carriers ? 

Mr. Uximan. That is a legal question, Mr. Grinstein. The for- 
warder is always the agent of the shipper. On the other hand, be- 
cause he is performing services of value to the carrier, the carriers 
have testified that they consider him in a middleman capacity, and 
that he is entitled to receive compensation from them as well. But 
he is always acting as agent for the shipper. There is no getting 
around that. 

The shipper retains him in the first instance. Just as a shipper 
retains a cargo broker in the tramp trades in the first instance to go 
out and find him a vessel, a cargo broker is acting as the agent of the 
shipper, but when it comes to his compensation it is the vessel that 
compensates the cargo broker even though he is acting as agent for 
the shipper initially in the transaction. 

Mr. Barr. As far as the travel agent possibly being, as Senator 
Engle mentioned before, selected by someone who comes in and asks 
him to plan out a series of tickets to get him to various places over- 
seas, the compensation in 90 percent of the instances is not from the 
man who walks in and asks for these tickets, but it is paid 7 percent 
or 15 percent by the carrier to the travel agent. 

Mr. Grinstern. One of the questions that seems to run through the 
Board dockets on the forwarder problem is this issue of agency. 
There is apparently a fear of those who would oppose legislation such 
as this that the forwarder, as the agent of the shipper, would also 
under legislation like this be looking for, say, the highest brokerage 
fee he could get. That is, even though it was ample, that higher 
brokerage fee might be accompanied by a higher freight rate, which 
would be to the disadvantage of the shipper. 

Would you comment on that ? 

Mr. Barr. He wouldn’t stay in business very long. I know if you 
tried that on a shipper just once, unless he is absolutely—it isn’t 
watching its business at all—the forwarder would be out of business. 

Mr. Utitman. The brokerage rates are set for the most part by 
conference agreement, Mr. Grinstein, so there is a uniformity through- 
out the United States, and there is no real problem, as we have seen, 
of brokerage rates fluctuating upward and downward to any appre- 
ciable extent. Conferences fix the rates, and that is what they have 
been through the years. 

Mr. Barr. And most shippers are familiar with conference and 
nonconference rates. 

Mr. Grinstery. Under the subcommittee version of H.R. 5068, the 
conferences would still be able to fix rates? 

Mr. Uttman. Brokerage rates? 

Mr. GrinsTeIn. Yes. 

Mr. Utitman. There is nothing in the subcommittee version, or in 
S. 2300, which reaches the question as to the conferences’ powers to 
agree or even disagree on what the rate of brokerage should be. The 
purpose of this legislation in subsection (e) is merely to negate the 
Board’s theory of brokerage. 
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The Board’s theory, a forwarder would never be entitled to it. 
Subsection (e) makes it clear that Congress feels where the forwarder 
performs services of value to the steamship line, brokerage should 
be paid. It doesn’t prevent the steamship lines from continuing their 
present practice of fixing a maximum ceiling on brokerage, which they 
have always clone. 

Mr. Grinstern. So that under subsection (e) of the bill the confer- 
ences could set a maximum brokerage fee / 

Mr. Utiaan. They could. Now, we don’t think that the confer- 


ences could prohibit brokerage under this section, because this subsec- 


tion constitutes, we think, a congressional recognition of the principle 
of brokerage under certain circumstances. But the conferences would 
still have the power of fixing a maximum level so that the payment 
of brokerage does not become excessive, which in effect would be a 
dissipation of their freight rate. 

Mr. Barr. That is what they do now. 

Mr. Grrvstery. Then that would just continue the present prac- 
tices? 

Mr. Uttman. Yes, sir. 

Mr. Grinstern. In H.R. 8382, which was in the 85th Congress, they 
had a 114 maximum provision, not contained in this bill. 

Mr. Uttman. No, not in the bill, as I recall it, Mr. Grinstein. _ 

H.R. 8382 was almost the same as the original subcommittee version, 
except it was one or more services rather than two or more services, 
but did not get into the question of whether it should be 114 percent, 
or any other percent. 

Mr. Grinstetn. It never spelled out the percentage? 

Mr. Uttman. Not in the bill; no. 

Mr. Grinstein. Do forwarders publish tariffs with their charges to 
shippers? 

Mr. Barr. No. What some of the members of our committee have 
are little booklets that are sent out to shippers all around the country 
showing what the average charge is for various fees, such as making 
the deck, the forwarding service, and so forth. But in most instances 
it is a subject of agreement between the forwarder and the shipper. 
The forwarder will tell him what his usual charges are, and the 
shipper will either accept it or change it, just as—or go to another 
forwarder, if he thinks the forwarder’s fees are too high. 

Naturally, the forwarder’s fees are very, very low, due to forwarder 
competition. 

Mr. Grinstein. Well, are their charges uniform so that, for ex- 
ample, a large shipper would not be more benefited than a smaller 
shipper ? 

Mr. Barr. So that a larger shipper would not? 

Mr. Grinstern. So that a larger shipper, for example, would not 
have to pay a forwarder’s fee, whereas a smaller shipper would have? 

Mr. Barr. There is no discrimination. The small forwarder is 
not discriminated against. All of these roughly work out, the small 
shipper that is—work out to I would say an average of $7.50, or 
$10, or $12.50, depending on the services required, whether a large 
shipper or a small shipper. I would say there is no discrimination. 

Mr. Grinstetn. No discrimination ? 

Mr, Barr. No. 
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Mr. Grinstetn. In your comments on the version of the bill which 
was passed out of the House, it contained the statement that a 
carrier may compensate a forwarder to the extent of the value 
rendered. You objected to that. I take it your position is you would 
prefer a flat fee rather than some payment commensurate with the 
services performed ? 

Mr. Barr. Well, we want the historical basis of paying brokerage, 
which has been paid for the last 100 years; that is, a percentage of 
the ocean freight. Historically it has been 114 percent, but in 
many cases it is higher than that. For instance, your nonconference 
American carriers pay 214 percent. In other words, carriers operating 
certain trades pay more than 214 percent, but. those are rates that 
they have set in payment of brokers to forwarders in their own 
conferences that we have nothing to do with. 

Mr. Uxtiman. The trouble with this clause, the extent of the value, 
Mr. Grinstein, is that it might be construed to mean that in each 
situation a carrier has to sit down and figure out just what services 
the forwarder performed, and what are they worth. That is just 
impossible when you are handling maybe 3,000 or 4,000 bills of 
lading on one vessel. It would lead to all kinds of controversy and 
confusion, and perhaps discrimination, because the carrier can pay 
a forwarder a certain percentage on one shipment, and 2 days later, 
where another forwarder has performed substantially the same sery- 
ices, the carrier may figure out another rate to pay him. 

So giving them this authority to figure the extent of the value 
can only lead to problems, rather than a solution to our problems. 

Mr. Grinstern. Later in your statement you objected to the “solicit 
and secure” as being a condition precedent to any payment of broker- 
age. Isn’t “solicit and secure” the traditional service connected with 
the brokerage fee? 

Mr. Utimay. It is one of the many services performed, but secur- 
ing the cargo alone would be nothing, as the steamship conference 
chairmen have testified. If a forwarder secures cargo, that is, if 
he books 100 tons of freight with a steamship line, and then stops 
right there, the carrier is not going to receive the revenue on that 
shipment. These other important services must be performed, and 
our position is that it just cect make too much sense from a prac- 
tical point of view to mandate that one service as an essential service 
when these others are just as essential, if not more so. 

Mr. Grinstern. Another one of your objections to “solicit and 
secure” was that it is unclear, at least when it is a condition precedent. 

Is it more clear when it is one of the enumerated services? 

Mr. Utitman. Well, there is also in the subcommittee version— 
booking the cargo comes in there. There is no real problem if the 
forwarder books it, and everybody knows he is booking it, and if he 
qualifies under that, then there is no difficulty in trying to define 
“secure.” But through the years, Mr. Grinstein, we have seen in this 
litigation three or four different versions of what the term “secure 
cargo” is supposed to mean, and we just won’t know if the House 
version is passed—we just won’t know what that means, and car- 
riers and conferences can take one interpretation, the forwarders can 
take another, and the Federal Maritime Board may take a fourth. 
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Mr. Grinstern. Would it give rise to litigation, then, if the whole 
yhrase “soliciting and securing of the cargo for the shipper or book- 
ing of or otherwise arranging for the shipment” were made a condi- 
tion precedent ? 

Mr. Barr. That is right. If he books it, we all know in the for- 
warding business what it means. If we otherwise arrange for the 
space we know what that means. But they would all have to be 
taken together. If it just stood on the solicitation and securing, I 
frankly don’t know. In fact, I have had steamship companies ask 
me, having seen this proposed legislation, what solicit and secure 
means, so far as the forwarder is concerned. They don’t know, 
either. 

Mr. Utiman. Is your question addressed to taking that clause out 
and putting it up above and making it mandatory; 1 think that was 
the question ? 

Mr. Grinstein. That is right. 

Mr. Utitman. It would be an improvement, Mr. Grinstein, over the 
House bill in that it probably would clarify the securing situation, 
but it still has the very same objection to making one function man- 
datory when it shouldn’t be, because it isn’t the most important func- 
tion. That objection would still lie. 

Senator Scorr. As I understand it, if you have the six criteria, and 
any of the other five apply here, then there is no opportunity or need 
for controversy on the securing clause. 

Mr. Barr. That is right, Senator. 

Senator Scorr. Therefore, you would eliminate in most cases the 
necessity for establishing what these words mean, this phrase “solicit- 
ing and securing”’? 

Mr. Barr. That is right, sir. 

Mr. Utitman. That is correct, Senator Scott. If the forwarder can 
qualify by performing any two of the services, which he can in al- 
most all cases, then we would not get into the controversy as to whether 
in each instance he has “solicited and secured cargo.” 

Senator Scorr. Thank you. 

Mr. Grinstern. In the latter part of your statement you indicate 
that the failure to pass H.R. 5068 in subcommittee version, or S. 2300, 
would cause serious harm to our American lines. 

How would that work? 

Mr. Barr. Well, that could work in several ways. I don’t quite see 
how the Federal Maritime Board could control the payment of 
brokerage by foreign lines in their own countries, and it would make 
it perfectly—it would be easy for them to pay brokerage over there 
to mtermediaries representing either forwarders here or they could 
pay it to the home offices of foreign forwarders—I mean foreign 
forwarders who come over here and set up offices. 

These people would perform a forwarding function instead of it, 
but the booking of the cargo would be handled in Europe, and the 
brokerage would be paid over there. That would be detrimental to 
the interests of the American lines, who would have to abide by the 
Federal Maritime Board rulings. Also, there would be diversion of 
cargo to the foreign lines because of that. 

Mr. Utitman. The foreign lines are not—would not have their books 
available for audit in this country as to whether they are paying 








44 LICENSING INDEPENDENT FOREIGN FREIGHT FORWARDERS 


brokers, whereas the American lines would, and if the Board prohibits 
the payment of brokerage the American lines would have to live up to 
it, while the foreign lines would not. There would be a tremendous 
diversion of cargo to the foreign lines. 

Mr. Grinstern. In other words, the foreign lines in a conference 
would agree, we will say, to pay only 114 percent, than they would pay 
another 114 percent in the foreign country despite their conference 
agreement ? 

Mr. Uttman. No; what we mean is in connection with these Board 
rules, if these Board rules go in, and there is no legislation to negate 
it, Mr. Grinstein, the American lines would be bound by it, because 
they are subject to audit, and they could be prosecuted over here for 
any violation. 

The foreign lines can pay through an intermediary overseas, a for- 
warder overseas, or through some arrangement overseas, and there js 
no way they could be prosecuted. ‘Their books aren’t subject to audit 
by anybody in this country. They would have a tremendous competi- 
tive advantage in obtaining cargo. This could work to the serious 
detriment of our American merchant marine. 

Another thing that could be done very easily, this cargo could be 
moved from a Midwest point to Canadian ports, such as Montreal, 
at the same freight rate as cargos that can be moved from the Mid- 
west points to New York. Now, if brokerage is prohibited in the 
United States, as the Board rules would do, this cargo can be diverted 
to Canadian ports, and handled there where brokerage is paid. This 
would mean a tremendous diversion of cargo from American ports, 
and it would mean a loss of business to American ports. That could 
apply very easily on the west coast, Senator Engle, because cargo can 
be moved through Vancouver, almost as easily as it can be moved 
through some of the foreign ports. 

Senator Eneir. Why would the shipper send his shipment up there 
and pay a dollar and a quarter more per hundred as a minimum when 
he could send it out at an American port and not pay any brokerage 
at all? 

Mr. Urtiman. The shipper would not pay a dollar and a quarter 
more. The freight rate would be exactly the same to him. He would 
be saving an extra transportation cost. Because if the forwarder re- 
ceives brokerage from the Vancouver port he does not have to turn 
around to his shipper and say I need more money, you have to pay 
me a higher forwarding fee, because I am not getting brokerage. 

So the shipper does not have that pressure upon him to pay an 
added foirersedinie fee, and it is to his advantage to allow the cargo to 
move through Vancouver, all other things being equal. And that is 
what would happen. In fact, it can very easily happen and the 
American steamship lines have so testified in proceedings before the 
Board. That is just not our position, it is their position as well. 

Mr. Grinstein. In other words, the freight rate would have to be 
the same, and there would have to be the same service, operating in 
the Canadian ports as operated in the American ports? 

Mr. Utiman. Yes. The Canadian ports can offer a good service. 
If it saves the exporter a substantial increase in his transportation 
cost, it is just as easy for him to use Canadian ports. 
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Senator Barrierr. You say that the maximum and minimum fees 
are generally synonymous at 114 percent 3 

Mr. Barr. The maximum brokerage and minimum brokerage are 
the same? 

Senator Bartierr. Generally ? 

Mr. Barr. No, sir. The minimum brokerage is usually 114 per- 
cent, but it depends. The upward revision of that 114 percent de- 

ends on the trades and what the conferences set. 

Senator Barriterr. What is the highest you know of ? 

Mr. Barr. I know of 5 percent of the North Atlantic trades. 

Mr. Utiman. That is a very unusual situation, though, Senator. 
The average, the brokerage fee is 114 percent by all steamship con- 
ferences, except this one conference, which on certain cargo pays 214 
and 5 percent. 

Senator Barrterr. Now, the committee understands quite well, be- 
cause you have been most informative, all of you, that what your legis- 
lative desires are. Let me ask you one further question. 

If it were to be a question between H.R. 5068 in the form that was 
passed by the House, or no legislation at all, which would be your 

reference / 

Mr. Barr. Well, that is a very tough question, one that our industry 
committee hasn’t decided. I personally would say that from the 
standpoint of my own company that we simply couldn’t exist under 
that bill passed by the House. 

Senator Barrierr. Thank you very much, sir. 

Thank you, Mr. Townsend, Mr. Barr, and Mr. Ullman for your 
testimony. 

Mr. Uttman. Thank you very much. 

Senator Barriterr. Mr. William Stigler, from the Federal Maritime 
Board. 

All right, Mr. Stigler. 


STATEMENT OF WILLIAM A. STIGLER, ASSISTANT TO THE DEPUTY 
MARITIME ADMINISTRATOR 


Mr. Sricter. Mr. Chairman, I am William A. Stigler, Assistant to 
the Deputy Maritime Administrator. I am accompanied by Mr. 
Lloyd Tibbott, regulation consultant to the Federal Maritime Board. 

Mr. Morse is not here today because of a longstanding commitment 
with the International Maritime Consultative Organization, which 
meets in London this week. 

I regret that he is not here to answer the attacks made upon him. I 
think that I would be remiss, however, if I did not say that I am certain 
that his reputation for honor and integrity is such that it will not be 
damaged by the things recently said. 

Mr. Chairman, I have prepared statements on both H.R. 5068 and 
S. 2300. If the chairman so desires, I can submit these statements for 
the record and make myself available for questioning. 

Senator Barrierr. That will be fine. They will be incorporated in 
the record. 
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(The documents referred to are as follows :) 


STATEMENT BY CLARENCE G. Morse, CHAIRMAN, FEDERAL MARITIME Boarp AND | 


MARITIME ADMINISTRATOR, DEPARTMENT OF COMMERCE, ON BEHALF oF THE 
BoaRD AND THE DEPARTMENT, BEFORE THE SENATE COMMITTEE ON INTERSTATE 
AND FOREIGN COMMERCE, ON THE BIL S. 2300 


Gentlemen, the Department favors the licensing provisions of S. 2300, but Op 
poses the provision of the bill relating to compensation of licensed freight 
forwarders. 


The bill would amend the Shipping Act, 1916 (46 U.S.C. 801), so as to make 


| 


| 


it illegal for any person to engage in carrying on the business of forwarding | 


without a license issued by the Federal Maritime Board. The Board would be 
authorized to issue a license to any qualified applicant which it finds to be a citi- 
zen of the United States and fit, willing, and able properly to carry on the 
business of forwarding and to conform to the provisions of the Shipping Act, 
1916, and the requirements, rules, and regulations issued by the Board there. 
under, provided the Board also finds that the applicant is, or will be, an inde. 
pendent ocean freight forwarder, and that the proposed forwarding business is 
or will be, consistent with the national maritime policies declared in the 
Merchant Marine Act, 1936. 

The term “carrying on the business of forwarding” is defined to mean the dis. 
patching of shipments by any person on behalf of others, by oceangoing common 
carriers in commerce from the United States, its territories or possessions to 
foreign countries, or between the United States and its territories or possessions, 
or between such territories and possessions, and handling the formalities inei- 
dent to such shipments. The bill also provides, however, that a person whose 
primary business is the sale of merchandise may dispatch shipments of such 
merchandise without a license. 

The term “independent ocean freight forwarder” is defined in the bill as a per- 
son carrying on the business of forwarding for a consideration who is not a 
shipper or consignee or a seller or purchaser of shipments to foreign countries, 
nor has any beneficial interest therein other than a lien, nor directly or in- 
directly controls or is controlled by such shipper or consignee or by any person 
having such a beneficial interest. 

The Board would be authorized to prescribe reasonable rules and regulations 
to regulate the licensing of independent ocean freight forwarders. Each for- 
warder would be required to post a bond to insure his financial responsibilities 
and the supplying of services in accordance with his contracts, agreements, and 
arrangements. 

The Board would have authority to suspend or revoke a license, after notice 
and hearing, for willful failure to comply with any provision of the Shipping 
Act, 1916, or any lawful order, rule, or regulation issued by the Board there 
under. 

Under the proposed law, any independent ocean freight forwarder who was 
engaged in carrying on the business of forwarding under a registration number 
issued by the Board would be permitted to continue in business for a period of 
120 days without a license, and to continue in business thereafter, under regu- 
lations prescribed by the Board, if an application for a license is filed with the 
Board within the 120-day period. 

The bill further provides that— 

“A common carrier by water may compensate a person carrying on the busi- 
ness of forwarding, and such person may receive compensation from such carrier, 
in connection with any shipment dispatched by such person on behalf of others 
when, and only when, such person is licensed hereunder and has performed with 
respect to such shipment two or more of the following services: (1) The solici- 
tation and securing of the cargo for the ship or the booking of, or otherwise 
arranging for space for, such cargo; (2) the coordination of the movement of 
the cargo to shipside; (3) the preparation and processing of the ocean Dill of 
lading; (4) the preparation and processing of dock receipts or delivery orders; 
(5) the preparation and processing of consular documents or export declara- 
tions; (6) the payment of the ocean freight charges on such shipments. Before 
any such compensation is paid to or received by any person carrying on the 
business of forwarding, such person shall if he is qualified under the provisions 
of this paragraph to receive such compensation, certify in writing to the common 
carrier by water by which the shipment was dispatched that he is licensed by 
the Board as an independent ocean freight forwarder and that he performed 
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two or more of the services enumerated in this paragraph with respect to such 
shipment. Such carrier shall be entitled to rely on such certification unless it 
knows that the certification is incorrect.” 

It appears that this provision might allow carriers to pay compensation to 
forwarders equal to brokerage for services of substantially less value than the 
securing of cargo for the ship and under circumstances which would result in 
the automatic payment of brokerage whether or not earned. Both the Federal 
Maritime Board and the courts have consistently held that “brokerage is com- 
pensation for securing cargo for the ship.” To the extent the bill merely restates 
that rule, it is not objectionable. However, except in the case of securing cargo 
for the ship, soliciting cargo, and possibly preparing bills of lading and dock 
receipts, the services listed in the bill are rendered by a forwarder for and at 
the request of the shipper, and as the shipper’s agent; they are only incidentally 
of benefit to the carrier. A substantial discrimination inheres in the payment 
of a commission to forwarders who do this work for some shippers and the non- 
payment of a similar commission to other shippers who elect to do the same 
work themselves. Yet to pay such a commission to shippers would be a rebate; 
consequently, to pay it to forwarders is in effect merely an indirect way of 
accomplishing the same rebate. 

Carriers, for competitive reasons, do not question brokerage bills submitted to 
them for payment. As a general matter, they routinely pay all such bills. The 
proposed legislation would tend to perpetuate the present practice of the pay- 
ment of brokerage on all shipments handled by freight forwarders. This prac- 
tice has resulted in a large number of cases where shippers, even though they 
do their own forwarding, will permit forwarders to obtain brokerage on traffic 
originating with such shippers. In some instances, this appears to result in 
violation of section 16 of the Shipping Act, 1916. Moreover, the practice has 
resulted in the performance of forwarding services either free of charge, or at a 
very low rate since the forwarder relies upon the brokerage for his compensa- 
tion. The shipper who elects to do his own freight forwarding enjoys no corre- 
sponding benefits. 

The Federal Maritime Board, under the Shipping Act, 1916, and court deci- 
sions interpreting it, has authority to regulate the activities of persons carry- 
ing on freight forwarding in connection with common carriers by water in 
foreign and certain offshore domestic commerce. Business practices of these 
freight forwarders, particularly those pertaining to the payment of brokerage, 
are currently being investigated to determine appropriate revision of Board 
regulations. An extensive record has been accumulated in hearings at New 
York, San Francisco, and New Orleans, and the matter will be submitted to the 
Board in the near future. 

The Department recommends against enactment of the provisions of S. 2300 
authorizing common carriers by water to compensate independent ocean freight 
forwarders for specified services. In the context of established practices and 
competitive pressures in this area, the provision, paragraph (e) on pages 4 and 
5 of the bill, would make difficult, if not impossible, the effect regulation of any 
payments by carriers to freight forwarders. There is every reason to believe 
that, under existing law, the current proceedings before the Federal Maritime 
Board will result in satisfactory regulations relating to freight forwarder com- 
pensation. It is therefore recommended that paragraph (e) on pages 4 and 5 
of S. 2300 be deleted from the bill. 

With respect to the licensing provisions of S. 2300, the Board’s authority to 
regulate licensees should be made clear. It is accordingly recommended that the 
word “by” be substituted for the words “to regulate the licensing of” on line 14 
of page 3 of the bill. 

The bill defines “independent ocean freight forwarder” so as to exclude any 
person having a beneficial interest, other than a lien in the shipment being dis- 
patched. A’ lien on a shipment could give a freigh forwarder sufficient bene- 
ficial interest in the shipment to cause payments thereon by the carrier to the 
forwarder to be a form of indirect rebate of the freight. It is therefore recom- 
ao that the words “other than a lien” be deleted from line 7 of page 2 of 
the bill. 

If S. 2300 is enacted into law, it is also suggested that its legislative history 
should show that it is not intended to affect any regulaion of foreign freight 
forwarder activities by the Department of Commerce under authority of the 
Export Control Act (50 U.S. Code, App. 2021). 

With respect to expenditures involved if the bill is enacted, the only additional 
expenditures would be for salaries and expenses of administration and this 
should not occasion more than a nominal increase in budgetary requirements. 











48 LICENSING INDEPENDENT FOREIGN FREIGHT FORWARDERS 


If the bill is amended as herein recommended, the Department favors the 
enactment thereof. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this statement to your committee. 


STATEMENT BY CLARENCE G. Morse, CHAIRMAN, FEDERAL MARITIME BOoarp, anp 
MARITIME ADMINISTRATOR, DEPARTMENT OF COMMERCE, ON BEHALF OF THE 
BoARD AND THE DEPARTMENT, BEFORE THE SENATE COMMITTEE ON INTERSTATE 
AND FOREIGN COMMERCE, ON THE BILL H.R. 5068 


Gentlemen, the Department favors the licensing provisions of H.R. 5068, but 
opposes the provisions of the bill relating to compensation of independent foreign 
freight forwarders. 

The bill would amend the Shipping Act, 1916 (46 United States Code 801), 
so as to make it illegal for any person to engage in business as a “foreign freight 
forwarder” without a license issued by the Federal Maritime Board. The 
Board would be authorized to issue a li¢>nse to any qualified applicant which 
the Board found was “fit, willing, and at.e properly to perform the services of 
a foreign freight forwarder” in accordance with the provisions of the Shipping 
Act, 1916, and the requirements, rules, and regulations issued by the Board, 
provided the Board also found that the proposed forwarding business was, or 
would be consistent with the public interest and the national maritime policies 
declared in the Merchant Marine Act, 1986. 

The term “foreign freight forwarder” is defined in the bill as any person 
engaged in the business of dispatching shipments on behalf of other persons, 
by oceangoing vessels in commerce from the United States, its territories or 
possessions, to foreign countries, or between the United States and its terri- 
tories or possessions, or between such territories and possessions; and of han- 
dling the formalities incident to such shipments. This definition includes in- 
dependent freight forwarders, common carriers, manufacturers, export traders, 
manufacturers’ agents, resident buyers, brokers, commission merchants, and 
other persons, when they engage for and on behalf of any person other than 
themselves, in the aforementioned activity. 

The bill would authorize the Board to prescribe reasonable rules and regula- 
tions including maximum brokerage fees to be observed by licensed forwarders. 
Each forwarder would be required to post a bond to insure his financial re. 
sponsibilities and the supplying of the services in accordance with his contracts, 
agreements, and arrangements. 

The Board would have authority to suspend or revoke a license after notice 
and hearing, for willful failure to comply with any provisions of the Shipping 
Act, 1916, or any lawful order, rule, or regulation issued by the Board. 

Under the proposed law, any forwarder who was engaged in business as a 
foreign freight forwarder under a registration number issued by the Board 
would be permitted to continue in business for a period of 120 days without a 
license, and to continue in business thereafter, under regulations prescribed 
by the Board, if an application for a license is filed with the Board within the 
120-day period. 

The bill further provides that: “A common carrier by water may compensate 
an independent foreign freight forwarder licensed hereunder for the extent of 
the value rendered to such carrier in connection with any shipment and such 
forwarder may receive such compensation from such carrier when such for- 
warder has solicited and secured cargo for such carrier, and, has performed one 
additional service as set out hereunder, and has so certified: (1) The coordina- 
tion of the movement of the cargo to shipside; (2) The preparation and process- 
ing of the ocean bill of lading; (3) The preparation and processing of the dock 
receipts or delivery orders; (4) The preparation and processing of consular 
documents or export declarations; and (5) Relieving the carrier of bookkeeping 
and billing expense by advancing or arranging payment of freight and accessorial 
charges, if any, on all prepaid shipments handled by such forwarder on a par- 
ticular vessel,” and states that: “An independent foreign freight forwarder is @ 
foreign freight forwarder who, in connection with shipments dispatched by such 
forwarder, is not a shipper or consignee or a seller or purchaser or common 
earrier by water of such shipments, nor has any beneficial interest therein, nor 
directly or indirectly controls or is controlled by the shipper or consignee, com- 
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mon carrier by water, or by any person having a beneficial interest in such 
shipments.” 

House of Representatives Report No. 798, 86th Congress, 1st session, accom- 
panying H.R. 5068, states that “It is not intended, in order for the forwarder to 
qualify under the solicit and secure clause, that he be specifically designated as 
agent of the carrier. Where the forwarder has solicited and obtained export 
freight from a shipper which is thereafter turned over to a carrier, it is the 
view of the committee that the forwarder has ‘solicited and secured’ the cargo 
within the meaning of this bill.” 

Yonstrued in this manner the provision might allow carriers to pay compensa- 
tion to forwarders equal to brokerage for services rendered for and at the re- 
quest of the shipper, and as the shipper’s agent. Carriers, for competitive 
reasons, do not question brokerage bills submitted to them for payment. As a 
general matter, they routinely pay all such bills. The proposed legislation would 
appear to authorize the payment of brokerage by carriers to freight forwarders 
for services which the forwarder is aleady obligated to perform as the shipper’s 
agent. Such brokerage payments would, in every accepted sense, be unearned 
py the forwarder. 

“The Federal Maritime Board, under the Shipping Act, 1916, and court de- 
cisions interpreting it, has authority to regulate the activities of persons carry- 
ing on freight forwarding in connection with common carriers by water in foreign 
and certain offshore domestic commerce. Business practices of these freight 
forwarders, particularly those pertaining to the payment of brokerage, are 
currently being investigated to determine appropriate revision of Board regula- 
tions. An extensive record has been accumulated in hearings at New York, 
San Francisco, and New Orleahs, and the matter will be submitted to the Board 
in the near future. 

The Department recommends against enactment of the provision of H.R. 5068 
authorizing common carriers by water to compensate independent foreign freight 
forwarders for specified services. In the context of established practices and 
competitive pressures in this area, the provision, paragraph (e) on pages 4 and 5 
of the bill, would make difficult, if not impossible, the effective regulation of any 
payments by carriers to freight forwarders. There is every reason to believe 
that, under existing law, the current proceedings before the Federal Maritime 
Board will result in satisfactory regulations relating to freight forwarder com- 
pensation. It is therefore recommended that paragraph (e) on pages 4 and 5 
of H.R. 5068 be deleted from the bill. 

The Department favors the licensing provisions of H.R. 5068 but believes 
that the definition of foreign freight forwarder in section 1 of the bill is too 
broad, It is accordingly recommended that the following sentence be substi- 
tuted for the last sentence of paragraph (a) of section 1 of H.R. 5068: “This 
definition shall not include persons engaged primarily in the sale or purchase 
of merchandise who as an incident to arranging or completing such sale or 
purchase perform forwarding services with respect to the particular merchandise 
so sold or purchased.” 

In view of the two amendments to H.R. 5068 suggested above, it would also 
seem appropriate to delete the word “independent” from the title of the bill and 
to delete paragraph (b) of section 1, which defines independent foreign freight 
forwarder, from the bill. 

If H.R. 5068 is enacted into law, it is also suggested that its legislative his- 
tory should show that it is not intended to affect any regulation of foreign 
freight forwarder activities by the Department of Commerce under authority 
of the Export Control Act (50 U.S.C., app. 2021). 

With respect to expenditures involved if the bill is enacted, the only addi- 
tional expenditures would be for salaries and expenses of administration and 
this should not occasion more than a nominal increase in budgetary require- 
ments. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this statement to your committee. 


Senator Barrierr. Are these statements from Chairman Morse? 

Mr. Stiguer. Yes, sir; they are. 

Senator Barrierr. Senator Scott, do you have any questions to 
put to Mr. Stigler or Mr. Tibbott ? 

Senator Scorr. I have not. at this time, Mr. Chairman. 
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Senator Bartierr. Mr. Grinstein ? 

Mr. Grinstern. Yes, I have two questions. 

Earlier in the hearing I asked if there was any uniformity of for- 
warder charges so that. there would be no discrimination between the 
larger shippers and the smaller shippers. Have the recent forwarder 
dockets before the Board indicated that this is so, or not so? 

Mr. Stricter. The information available to us indicates that there 
is discrimination in the matter of forwarder’s fees or service fees 
as they are sometimes called since these fees range all the way from 
zero in some cases to a rather substantial fee in others. 

Mr. Grinstern. In other words, would it be that the smaller shipper 
would pay a higher charge than the larger shipper? 

Mr. Stricter. Yes, sir; that is correct. Because it is not necessary, 
it is not advantageous to solicit his business on the basis of free 
forwarding. 

Mr. Grinstern. Another statement that has been made is that the 
bill is permissive and not mandatory. In other words, the carrier 
may pay the brokerage fee, but doesn’t necessarily have to. 

Could you comment on that ? 

Mr. Stricter. In our experience, Mr. Grinstein, managerial dis- 
cretion to pay or not to pay brokerage is merely a fiction. We find 
that the competitive situation is such that if one steamship line pays 
brokerage, all pay brokerage, for the reason that they fear retaliation 
on the part of the freight forwarders, if they don’t receive brokerage. 

Mr. Grinstern. I have no further questions. 

s a Bartietr. How would this retaliation be manifested, Mr. 
Stigler ? 

Mr. Stricter. It would be manifested, Mr. Chairman, by withhold- 
ing cargo from the steamship line that did not pay brokerage. 

Senator Bartierr. Some steamship companies do not rely upon 
freight forwarders; is that correct ? 

Mr. Sticter. Yes, sir; that is correct. 

Senator Bartterr. How do they get along? 

Mr. Srieter. They seem to survive. 

Senator Barrterr. Why was it that the Federal Maritime Board 
felt it necessary to revise the forwarder’s regulations? 

Mr. Stricter. That was because of various evils, malpractices of the 
industry, that had come to our attention, sir. 

Senator Bartierr. Mr. Barr stated that, and I quote— 

The forwarding industry realizes the futility of trying to meet the issue before 
a Maritime Board determined to eliminate brokerage. 

That is the end of the quotation. 

Do you agree the Maritime Board is determined to bring about 
such elimination ? 

Mr. Stricter. No, sir; I do not, Senator. As a matter of fact, sir, 
Chairman Morse has stated before that he believes that a man should 
be adequately paid for the service he performs by the person for 
whom he performs that service. 

Senator Bartietr. Do you believe freight forwarders could stay in 
business ? 

Mr. Stricter. Yes, sir; I do. 

Senator Bartierr. Do you believe they should receive brokerage? 
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Mr. Srieter. I believe they should receive brokerage when earned, 
just as they should receive compensation for other services they 
perform. 

Senator Bartiterr. Would you care to comment on the statement in 
the House report first alluded to by Senator Engle? He read this 
sentence from the House report, and again I quote— 

The industry was rife with too many dummy forwarders and people who held 
themselves out as forwarders when in actuality they had no knowledge or back- 
ground and did no actual work concerning the business of freight forwarding. 
I shall ask you, Mr. Stigler, if you believe that situation existed or 
exists in the industry ¢ 

Mr. Stricter. Senator, I don’t know what the word “rife” means. 
I think it may mean one thing to one person and one thing to another. 

I can say of my own knowledge, however, that there have come 
to our attention a number of cases in which freight forwarders have 
acted as dummy forwarders and performed no service; in which 
freight forwarders have been set up merely as a device to collect 
brokerage. 

Senator Barriert. I still cannot comprehend how this “dummy” 
outfit can exist. Why would anyone pay someone good money for 
doing nothing ? 

Mr. Stricter. Senator, I quite agree with you. I find it hard to 
understand why, also. 

I do know that it does exist. I can give you certain illustrations, 
and I would prefer to not mention the names of the parties involved. 

I know of one case that I investigated personally in which an in- 
dividual was incorporated under three different names in the export 
business, and then under a fourth name he was in the freight forward- 
ing business. All of these four enterprises operated out of the same 
oftice. He shipped only his own cargoes as a freight forwarder. He 
turned around and billed the steamship companies for brokerage—I 
should correct that statement. He did not bill the steamship com- 
panies for brokerage. He was operating in the port of New York, 
and at that time brokerage was automatically paid to a forwarder 
when his name and Federal Maritime Board registration number ap- 
peared on the bill of lading. 

Actually, when under investigation, and when asked how he could 
justify his actions, he said: 

How can I fail to collect brokerage? I don’t bill for it, they send it to me. 


Senator Barrterr. Why do you think they send it to him? 

Mr. Sticier. I think they sent it to him because they just decided 
it Was easier and simpler to go ahead and pay 114 percent than to get 
involved in controversies and to incur the enmity of freight for- 
warders. 

Senator Barrierr. Do you know of any good openings? This 
sounds like a wonderful business. 

Mr. Stricter. There is another shipper out of the gulf, Senator, and 
I might add this shipper has a great volume of business, who has been 
doing his own forwarding, and nevertheless has been allowing some 30: 
freight forwarders in rotation to bill for brokerage for the cargoes 
that this shipper ships himself. 

Senator Barrier. I haven’t had the chance yet, Mr. Stigler, to read 
Chairman Morse’s statement. 
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Which, if any of these bills, does he endorse ? 

Mr. Stricter. Senator, we find amendments that we would recom. 
mend in both, particularly we oppose section (e) in both bills. That 
is the section that deals with the payment of brokerage. 

There are other minor amendments which we would like to see jp. 
corporated, in whichever bill is adopted. We do oppose section (¢) 
for the reason that we think that in either bill the enactment of gee. 
tion (e) would require the carrier to pay for services that were per. 
formed for the benefit of someone else, for services that are not those 
that the steamship company is responsible for. 

Senator Barrierr. | believe Mr. Grinstein has a question. 

Mr. Grinstern. Yes, just one more question. 

The statement has been made that were H.R. 5068 in the subcom. 
mittee version, or S. 2300, not to pass, then there would be substantia] 
diversion of cargoes to foreign carriers either through American ports 
or foreign ports, and this would come about because foreign lines 
could pay brokerage in other countries. 

Do you have any comment to make on that? 

Mr. Stricter. My only comment on that is that if we have honest 
freight forwarders in the United States who are only going to accept 
the brokerage legally paid, we hope we don’t have to worry about their 
accepting something under the table in foreign countries from foreign 
lines. 

Mr. Grinstern. Would the Federal Maritime Board have any way 
of policing this in foreign countries? In other words. would they 
have access, for example, to the records of the foreign lines to see if 
they paid brokerage ? 

Mr. Stricter. I think our effort to police that would be in the 
domestic offices of the freight forwarders, because I would assume 
eventually that money would come back to the United States, 

Senator Barrierr. Thank you, gentleman—oh, excuse me, Senator 
Scott. 

Senator Scorr. I wonder if there is objection with regard to the 
dummy forwarders, wouldn’t be overcome by the licensing require- 
ments 1n the bill ? 

Mr. Stricter. We feel it would, Senator Scott. 

Senator Scorr. No one, as far as I am aware of, has yet objected 
to the licensing requirements. 

Mr. Stricter. That is my understanding also, Senator. 

Senator Bartierr. Thank you. We thank you, gentlemen. 

Now, we have here a letter addressed to the chairman of the sub- 
committee, supporting S. 2300, from Senator Javits, which will be 
included in the record. 

(The letter is as follows :) 

FEBRUARY 26, 1960. 
CHAIRMAN, MERCHANT MARINE AND FISHERIES SUBCOMMITTEE, 
Committee on Interstate and Foreign Commerce, 


Senate Office Building, 
Washington, D.C. 


Deak Mr. CHAIRMAN: This statement is submitted in support of H.R. 5068 
and §. 2300 to amend the Shipping Act of 1916, and more particularly in support 
of this legislation in the form recommended by the House Merchant Marine 
Subcommittee during the last session of Congress. 

H.R. 5068 and 8S. 2300 deal with the licensing of ocean freight forwarders and 
the terms under which they may be compensated by ocean carriers for services 
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rendered to them. The regulation and licensing of freight forwarders by the 
Federal Maritime Board is a matter of particular interest and importance to 
the State of New York because freight forwarding is an integral and vital part 
of the operation of the great port of New York. 

New York is a general cargo port, the largest in the country, and it is used 
by thousands of shippers for the exportation of their goods to their oversea 
customers. These exporters have always made use of the ocean freight for- 
warders in the port. The official figures of the Federal Maritime Board show 
that 75 percent of the cargo handled by forwarders throughout the United 
States passes through New York. Without the skilled services of the forwarder 
at the port the steamship carriers would find it most difficult, if not impossible, 
to obtain the cargo at the right time and properly documented. 

Approximately one-half of the forwarders presently registered with the Fed- 
eral Maritime Board are in the New York area, and 30 percent of their revenue 
is derived from compensation from ocean carriers, known as brokerage. In 
dollar volume this amounts to $7 million per year. The New York forward- 
ers bring to the steamship lines approximately $560 million a year in freight 
revenue. 

Legislation licensing forwarders and allowing them compensation for serv- 
ices rendered to carriers is necessary not only to preserve the ocean freight for- 
warding industry but also to assure the port of New York effective and reliable 
service in the handling of general cargo. 

With respect to the two bills now pending before your subcommittee, I be- 
lieve that H.R. 5068 in the form recommended by the subcommittee of the 
House Merchant Marine Committee, after 4 years of study, would be most 
helpful to all segments of our foreign commerce. It is endorsed by the city 
and State of New York, the Port of New York Authority, exporter groups, and 
virtually all steamship lines. 

The enactment of H.R. 5068 in the form proposed by the House subcommittee 
is important to the port of New York and to our foreign commerce generally. 
I respectfully urge that this measure be given favorable consideration by your 
subcommittee. 

Sincerely, 
JACOB K. JAVITs. 

Senator Barrierr. Here is a wire to Chairman Magnuson, from the 
United States Borax & Chemical Corp. I think this is opposed. It 
will be included in the record. 

(The telegram is as follows :) 


Hon. WARREN G. MAGNUSON, 
Chairman, Interstate Foreign Commerce Committee, 
Senate Office Building, Washington, D.C.: 


Respectfully request this telegram be read at hearing tomorrow H.R. 5068 
forwarders brokerage. I know of no other industry guaranteed by law of em- 
ployment and compensation and fail to see why forwarders should have such 
legislation. Although innocently concealed in permissive compensation lan- 
guage passage of this bill would in effect force carriers to pay brokerage to 
forwarders over whose selection they have no choice and regardless whether 
they feel alleged services of value. If one carrier in any trade pays others must 
pay to be competitive. 

Refer brief of Universal Transport Corp. filed in docket 765. At page 7 of 
his brief, this forwarder said in part: “The forwarder was fully within his 
rights when he advised the line that, unless they would pay him commission, he 
would give his business to other lines.” Forwarders do control routing on ton- 
nage entrusted to them for booking by their principals, the exporters. Allega- 
tions have been made that some carriers have testified in favor of brokerage and 
practically none against it; hence, they must favor it. It is obvious from fore- 
going that those who oppose dare not do so publicly or they would lose traffic 
controlled by forwarders. Their representatives, the conference chairmen and 
attorneys, are still resisting enforced brokerage but, if majority of lines wanted to 
pay, it would be simple matter for them to vote accordingly in conference meet- 
ings and withdraw opposition. This has not been done so obviously there is 
strong objection on part of majority of carriers to this legislation or anything 
which would force them pay brokerage. Preferably, brokerage should be out- 
lawed but this is presently before Federal Maritime Board in docket 765 and our 
objections now are against bill H.R. 5068 which would force payment of broker- 
age without waiting expert opinion of Board. Refer you to record, docket 765— 
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831, particularly briefs of General Service Administration and public counsg| 


More detailed statement follows for record. 


T. R. Stetson, 
Director of Exports, U.S. Borax & Chemical Corp, 


Senator Barrierr. I have a few statements here, too, and I will agk 
Mr. Grinstein if these have been called to his attention. 

A letter to Senator Magnuson from the general chairman of the 
Mississipi Valley World Trade Council. 

That will be included. 

(The letter from the Mississippi Valley World Trade Council, Ney 
Orleans, La., is as follows :) 


FEBRUARY 9, 1960, 


Senator E. L. BARTLETT, 
Interstate and Foreign Commerce Committee, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR: We are Vitally interested in H.R. 5068 with amendment pro- 
posed by the forwarding industry. 

In this regard, a letter has been addressed by this council to Hon. Warren G. 
Magnuson, chairman of your committee, and a copy of said letter is enclosed. 

We beg you to give it every consideration. 

Yours very truly, 


Atonzo G. ENSENaT, 
General Chairman, 15th MVWT Conference. 


FEBRUARY 9, 1960. 


Senator WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 
DEAR SENATOR MAGNUSON: The 15th Mississippi Valley World Trade Con- 
ference which convened in New Orleans on January 25-27 passed the following 


resolution : 


“Whereas this conference recognizes that foreign freight forwarders are vital 
to the promotion and expansion of foreign trade: Now, therefore, be it 

“Resolved, That this conference support the efforts of the foreign freight 
forwarders to obtain appropriate legislation to protect and govern their ac- 
tivities to insure the continuation of their services to foreign trade, and that 
copies of this resolution be sent to Senator Warren G. Magnuson, chairman of 
the Senate Committee on Interstate and Foreign Commerce, urging prompt 
passage of H.R. 5068 with amendments as proposed by the forwarding 


industry.” 


We strongly feel that it is only fair and just that an old established industry 
such as freight forwarding should receive considerate and intelligent legisla- 
tion to protect itself and we recommend this resolution for your consideration. 

Yours very truly, 


Atonzo G. ENSENAT, 
General Chairman. 


Senator Bartierr. A wire to me from M. J. McCarthy, president, 
Pacific Coast Customs & Freight Brokers Association, in support of. 
(The telegram is as follows:) 


KE. L. (Bos) BARTLETT, 
Senate Office Building, 
Washington, D.C.: 


We earnestly request support of H.R. 5068 scheduled for hearing before 
subcommittee, Interstate and Foreign Commerce, Tuesday, February 16. Our 
association affiliated with united ocean freight forwarding industry. Will you 
kindly consider our plea to have this bill amended in line with recommenda- 
tions of House special subcommittee. We believe passage, 5068 with amend- 
ments proposed, will prove beneficial our foreign trade and American merchant 


marine. 


M. J. McCarrTry, 
President, Pacific Coast Customs & Freight Brokers Association. 
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Senator Barrierr. A letter to me from K. C. Tang, Summit In- 
dustrial Corp., New York City, in favor of. 
(The letter referred to is as follows :) 


SUMMIT INDUSTRIAL CORP. 
New York, N.Y., February 12, 1960. 
Senator E. L. BARTLETT, 
Member, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR BARTLETT: As an exporter, our firm is heavily dependent upon 
the services of ocean freight forwarders at our seaports to process our ship- 
ments through the port to the carrier. Our ability to export would be seriously 
jeopardized if we should lose the skilled services of our forwarder or if his 
fees were substantially increased. 

We are advised that the Federal Maritime Board is proposing by rules to 
eliminate the traditional compensation, known as brokerage, to forwarders by 
carriers. Such action would not only cripple forwarders but would result in 
substantial increases in our forwarding costs at a time when foreign competi- 
tion is becoming increasingly more serious. 

At the last session of the Congress, the House passed H.R. 5068 and early 
action in the Senate in the next session is anticipated. The bill as reported 
out of the subcommittee of the House Merchant Marine Committee was in 
satisfactory form and would preserve legitimate brokerage, but confusing and 
ill-advised amendments were made by the full committee with little delibera- 
tion. 

The subcommittee version of H.R. 5068 is the result of 4 years of study and 
will, we are advised, save the forwarding industry from destruction and will 
materially help to preserve our competitive position overseas. 

We would greatly appreciate your support in obtaining passage of the sub- 
committee version of H.R. 5068 with the amendment advocated by the forward- 
ing industry rather than the House-passed bill at the next session. 

Very truly yours, 
SUMMIT INDUSTRIAL CORPORATION, 
K. C. Tange. 

Senator Barrierr. Then, there is a letter to Chairman Magnuson 
from the Transportation Association of America, approving the 
principle of H.R. 5068. That will be included in the record. 

(The letter referred to is as follows :) 


TRANSPORTATION ASSOCIATION OF AMERICA, 
Washington, D.C., February 16, 1960. 
Senator W. G. MAGNUSON, 
Chairman, Merchant Marine and Fisheries Subcommittee, 
Senate Interstate and Foreign Commerce Committee, 
U.S, Senate, Washington, D.C. 


Deak’ CHAIRMAN MaGnuson: On behalf of the board of directors of the 
Transportation Association of America, I should like to express the support 
of TAA of legislation to require the licensing of foreign freight forwarders. 

The TAA Board approves the principle of H.R. 5068, as passed by the House in 
the Ist session of the 86th Congress. It approves the language of the version 
reported by the House Subcommittee on Foreign Freight Forwarders, which 
was considered by its eight advisory panels, particularly its user, freight for- 
warder, and water carrier panels. The board understands that the bills are 
designed to apply only to independent foreign freight forwarders and not to 
manufacturing and other companies which do their own freight forwarding. 

TAA, for the record, is a research and educational institution that devotes its 
efforts to the development and implementation of sound national policies aimed 
at the creation of the strongest possible transportation system under private 
ownership. It is an organization of users, investors, and carriers of all modes, 
all of Whom work together toward this end. 

This particular legislation has received careful study by the eight permanent 
advisory panels of the association. These panels, or committes, form the TAA 
national cooperative project, which screens all policy proposals submitted to 
the association. The panels study all proposals and make individual recommen- 
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dations on them, after which efforts are made to resolve any differences, Their 
recommendations are then submitted to the TAA Board for final action. 

Following this procedure, the respective positions of the eight panels are as 
follows: All three panels with a direct interest in such legislation—user, freight 
forwarder, and water carrier panels—approve the proposal. The air transport 
highway, pipe line, and investor panels all state they are not opposed to it. The 
railroad panel takes no position. 

The TAA Board, after reviewing the positions of these advisory panels, voted 
at its October 1959 meeting to approve foreign freight forwarder 
legislation. 

We request that this letter be made a part of the official transcript of the 
hearings on H.R. 5068 and S8. 2300. 

Sincerely, 








licensing 


HAROLD HAMMoONp, 

Notrre.—For the information of the subcommittee, we are enclosing a copy of 
our TAA Blueprint, which lists the 100-plus members of the TAA Board and 
the 250 members of the 8 panels in the cooperative project. 

(The TAA Blueprint is on file with the committee. ) 

Senator Barriert. I guess that is all. 

Then we shall have at a very early date a series of questions by Mr. 
Barr, which will be presented to him in written form and he may reply 
in writing. 

The record will be kept open for the receipt of Mr. Barr's reply 
together with other communications which may be submitted for or 
against the legislation. 

Senator Scorr. So it is for the present open to anyone who wishes 
to have communications made a part of the record ¢ 

Senator Barriterr. Anyone. 

Senator Scorr. Fine. I have no further questions. 

Senator Barrierr. The record will be kept open for the next 10 
days. 

The committee will be in recess. 


(Whereupon, at 12:03 p.m., the committee adjourned. ) 


PACIFIC AMERICAN STEAMSHIP ASSOCIATION, 
San Francisco, Calif., February 12, 1960, 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear Mr. CHAIRMAN: Pacific American Steamship Association supports H.R. 
5068 whose purpose is to license ocean freight forwarders so as to limit the field 
to bona fide firms actually performing a variety of services of value to shippers 
and ship operators. 

Subsequent to hearings on June 18, 1959, before a special subcommittee of the 
House Merchant Marine and Fisheries Committee, we filed a telegram with the 
subcommittee chairman indicating support for section (e) of H.R. 5068, as 
amended, to permit carriers, if they so desire, to pay forwarders brokerage for 
actual performance of any two of six services enumerated in the bill. 

We take this opportunity to reaffirm our position in this matter and ask that 
this letter be made a part of the hearing record on H.R. 5068 scheduled for Feb- 
ruary 16, 1960, before your Subcommittee on Merchant Marine. 

Yours very truly, 
Raven B. Dewey. 


Los ANGELES, CALir., February 15, 1960. 


Hon. CLAIR ENGLE, 
Senate Office Building, Washington, D.C. 

Respectfully request this telegram be read at hearing tomorrow H.R. 5068 
Forwarders Brokerage. I know of no other industry guaranteed by law of em- 
ployment and compensattion and fail to see why forwarders should have such 
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jegislation. Although innocently concealed in permissive compensation language 
passage of this bill would in effect force carriers to pay brokerage to forward- 
ers over Whose selection they have no choice and regardless whether they feel 
alleged services of value. If one carrier in any trade pays others must pay to 
pe competitive. Refer brief of Universal Transport Corp. Filed in Docket 
765, at page 7 of this brief this forwarder said in part: 

“The forwarder was fully within his rights when he advised the line, that 
unless they would pay him commission, he would give his business to other lines.” 

Forwarders do control routing on tonnage entrusted to them for booking by 
their principals the exporters. Allegations have been made that some carriers 
nave testified in favor of brokerage and practically none against it hence they 
must favor it. It is obvious from foregoing that those who oppose dare not do 
so publicly or they would lose traffic controlled forwarders. Their representa- 
tives, the conference chairman and attorneys are still resisting enforced broker- 
age but if majority of lines wanted to pay it would be simple matter for them to 
yote accordingly in conference meetings and withdraw opposition. This has 
not been done so obviously there is strong objection on part of majority of car- 
riers to this legislation or anything which would force them pay brokerage. 
Preferably brokerage should be outlawed but this is presently before FMB in 
Docket 765 and our objections now are against bill H.R. 5068 which would force 
payment of brokerage without waiting expert opinion of board. Refer you to 
record docket 765-831 particularly briefs of General Service Administration and 
and public counsel. More detailed statement follows for record. 


T. R. STETSON, 
Director of Exports, U.S. Boragr & Chemical Corp. 


Moore-McCorMAcK LINES, INC., 
New York, N.Y., February 11, 1960. 
Hon. WARREN MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: We are advised that your committee is to consider 
at a hearing early next week certain bills relating to the foreign freight for- 
warding industry, these being S. 2300 and H.R. 5068. 

This company has consistently held to the view that the foreign freight for- 
warding industry is an important and necessary element in the conduct of the 
foreign commerce of this country, and as such is entitled to every reasonable and 
proper support from the American shipping industry and from our Government 
as well. At the hearings conducted in New York some months ago by a Federal 
Maritime Board examiner, a representative of this company testified to this 
effect, and urged that no action be taken by the Board, through regulatory orders 
or otherwise, Which would tend to deprive the foreign freight forwarding indus- 
try of brokerage on cargo bookings they control or with which they are in some 
manner connected. 

In keeping with the longstanding policy and position of this company, we wish 
to advise your committee that we would favor enactment by the Congress of 
H.R. 5068 in the form recommended by the Special Subcommittee on Freight 
Forwarders of the House Merchant Marine and Fisheries Committee. 

We hope that the position of our company, as stated in this letter, will have 
the consideration of your committee, and that our letter will be made a part 
of the record of your hearing on this legislation. 

Very truly yours, 
W. T. Moore, President. 


DEMPSTER MILL MANUFACTURING Co., 


Beatrice, Nebr., January 22, 1960. 
Senator Cart T. Curtis, 


Senate Office Building, 
Washington, D.C. 


Dear Str: The above bill was passed by the House during the last session 
actually to permit freight forwarders at the ports to stay in business because 
40 to 50 percent of their revenue is derived from steamship commissions acting 
as the ship’s broker in handling export shipments from inland points. As you 
know this bill was originally presented as the result of the urging of shippers 
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and forwarders. Notwithstanding the Federal Maritime Board and Federal 
courts have ruled that conference prohibition of the payment of ship’s brokerage 
is unlawful, there is a movement emanating in Washington which, if successful, 
Will prohibit the forwarder from collecting ship’s brokerage. 

We have built up a good export business through the years but cannot prop- 
erly carry on this export business unless we do receive the help from the freight 
forwarders at the ports, not only in supervising the transfer of the merchandise 
from railroad cars to the vessels but also supervising or actually preparing the 
necessary export documents. We therefore ask that you get in touch with 
Senator Warren G. Magnuson, chairman of the Interstate and Foreign Comunierce 
Committee, with the request that he bring H.R. 5068 to the attention of his 
full committee for the purpose of recommending its early passage by the Senate. 

Your full cooperation will be appreciated and we ask that you keep us advised 
of your efforts in our behalf and the final decision when it is made, 

Yours very truly, 
R. W. Baesy, Trafic Vanager 


MASONITE CORP., 
Laurel, Miss., January 26, 19090, 
Hon. JAMES O. EASTLAND, 
U.S. Senator, 
Senate Office Building, 
Washington, D.C. 

DEAR Sir: We will appreciate it if you can get in touch with Senator Warren G. 
Magnuson, chairman of the Interstate and Foreign Commerce Committee, with 
the request that he bring H.R. 5068 to the attention of his full committee for the 
purpose of recommending its early passage by the Senaie. 

H.R. 5068, was passed by the House of Rpresentatives on August 17, 1959. 

In substance, it will amend the Shipping Act of 1916 by providing a requirement 
for licensing independent foreign freight forwarders. This would make it 
illegal for any person to engage in businss as a foreign freight forwarder without 
au license issued by the Fedral Maritime Board. 

The bill would also authorize ocean common carriers to pay brokerage to 
licensed independent forwarders for soliciting and securing cargo and furnishing 
certain services. 

On August 18, 1959, the bill was referred to the Senate Interstate and Foreign 
Commerce Committee for consideration. On September 1, that committee, in 
executive session, voted to defer action on the bill until this year. 

We are particularly interested in the provision that will permit the continua- { 
tion of the payment of brokerage by the water carriers to the foreign freight for- 
warders for services rendered. 

The Masonite Corp. uses the services of the foreign freight forwarders in the 
various ports to book foreign shipments on various vessels, to handle the numerous 
and complicated documents that are necessary in foreign trade, to handle customs 
payments on inbound import merchandise and to arrange inland transportation 
on import materials. For these services we pay modest fees to the foreign freight 
forwarders. 

There is some movement afoot to prohibit the forwarder from collecting ship's 
brokerage. Should this happen, the forwarders would be forced to increase their 
fees and charges to people like ourselves. We doubt very much that ocean rates | 
would be reduced if brokerage payments were prohibitd. 

The passage of this bill by the Senate would stabilize the situation. 

With kindest regards and good wishes, I am, 

Sincerely, 





MASONITE CorpP., 
GEO. EF. HARDTLA, 
Division Traffic Manager. 


MASONITE CoORP., 
Laurel, Miss., February 9, 1960. 


Hon. JAMES O. EASTLAND, 
U.S. Senator, 
Senate Office Building, Washington, D.C. 

Dear Senator: Thank you for your letter of February 5 with which you en- 
closed a copy of a letter dated February 3 which you received from Senator 
Magnuson advising that hearings on H.R. 5068 will begin on February 16 and 
asking if we should like to have our letter made a part of the printed hearings. 
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We should like very much to have our letter made a part of the hearings and 
will deeply appreciate your returning it to Senator Magnuson for inclusion. 
With kindest regards and good wishes, I am 
Sincerely, 
G. E. HArpTLA, 
Division Traffic Manager. 


AMERICAN Export LINES, 
New York, N.Y., February 26, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, Senate 
Office Building, Washington, D.C. 


DeaR Mr. CHAIRMAN: The New York Foreign Freight Forwarders & Brokers 
Association, Inc., has requested us to support H.R. 5068 with amendments, and 
§. 2300, which provide for the licensing of forwarders and their compensation by 
ocean carriers, it being our understanding that all foreign freight forwarders 
associations throughout the United States are in favor of your bill in preference 
to H.R. 5068, but would agree to the latter if properly amended. 

We see no need for legislation to set the amount of freight brokerage fees to 
be paid for the services rendered to steamship companies by freight forwarders. 
The amount of the fee has been generally based upon the custom of the trade, 
usually 114 percent of the ocean freight, which we believe to be fair and adequate 
for the services rendered. 

The services rendered by foreign freight forwardrs are of great assistance to 
the shipping lines and vary to some degree, according to the circumstances 
surrounding the particular shipments involved. By this we mean that at times 
some phases of their work require the giving of a greater amount of time than 
at other times. We therefore do not feel that separate yardstick should be used 
in determining the fee as it would be extremely burdensome and costly to check 
each and every situation and it is therefore much easier for all concerned to work 
with a fee based upon the percentage of the ocean freight as we are presently 
doing, viz. 11%4 percent. 

We sincerely trust both bills; ie., S. 2300 and H.R. 5068 will reflect these 
sentiments. Kindly make this letter part of your hearing record. 

With kindest personal regards. 

Your very truly, 
F. G. SLaAter, 
Vice President, Freight Traffic. 


P. StuMons (TIMBER & VENEER) CoO., 
Indianapolis, Ind., January 13, 1960. 
Hon. Homer FE. CAPEH ART, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR CAPEHART: As exporters and importers of lumber products, we 
rely and are dependent upon ocean freight forwarders to take care of and handle 
shipments at the seaboard, and these firms are usually selected by us because of 
their ability to take care of our property in as good, if not better manner, 
than we ourselves would actually offer it. 

Recently we learned that the Federal Maritime Board intends to eliminate a 
compensation or brokerage paid to these freight forwarders by the steamship 
companies. 

We wish to protest this proposed action because of the following: 

(1) Such action by the Federal Maritime Board, if put into effect, would 
perforce compel freight forwarders to seek the loss of compensation from 
other sources. 

(2) The only source available would be firms on whose behalf they are 
acting—meaning companies such as ourselves. 

(3) This would mean additional costs for us as exporters. 

(4) We are having enough trouble these days competing in oversea 
markets, and any kind of additional costs, however small, will handicap our 
competitive position. 

We understand that the original bill, H.R. 5068, as prepared by the subcom- 
mittee was a satisfactory study of the problem, but some confusing and badly 
advised amendments were hastily concluded by the full committee. 
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We respectfully seek your cooperation and support in obtaining passage of 
the subcommittee version of H.R.5068 together with the amendment proposed by 
the forwarding industry, rather than the bill as passed by the House. ; 

We shall be glad if you will kindly look into the matter, especially in view of 
the fact that generally speaking, ocean freight forwarders are engaged in q 
competitive industry, and in our opinion, usually well earn every dolar they 
receive. , 

Yours very truly, 
P. SIMMONS. 


ACME-EVANS Co., INCc., 
Indianapolis, Ind., January 27, 1960. 
Hon. HoMer E. CAPEnMART, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR CAPEHART: As you know, we have a large flour mill located at 
Indianapolis and we do some exporting of flour and corn meal. 

In the process of the exportation of these commodities, we are dependent upon 
the services of freight forwarders at the port of exportation to process our 
shipments through those ports through the various steamship lines. We believe 
that our ability to export this traffic would be seriously jeopardized if we should 
lose the services of these forwarders or if their fees were substantially increased, 
The exportation of grain products is a very low margin product and any increase 
in the fees would be detrimental to us. We are advised that the Federal Mari- 
time Board is proposing byrules to eliminate the traditional compensation known 
as brokerage to these forwarders by the ocean carriers. Such action would not 
only cripple the forwarders, but would result in susbtantial increases in our 
forwarding costs at a time when foreign competition is becoming increasing 
more serious. 

At the last session of Congress, the House passed H.R. 5068 and I understand 
early action in this session of the Senate is anticipated. The bill, as reported 
out of the subcommittee of the House Merchant Marine Committee, was in 
satisfactory form and would preserve the legitimate brokerage, but confusing 
and ill-advised amendments were made by the full committee, possibly without 
due deliberation. The subcommittee version of H.R. 5068 is the result of 4 years 
of study and I understand is so devised to save the forwarding industry from 
destruction and will help preserve somewhat our competitive position overseas, 

We would appreciate greatly your support in obtaining a passage of the sub- 
committee version of H.R. 5068, with the amendment advocated by the for- 
warding industry, rather than the House-passed bill at this session. 

Very truly yours, 
L. W. Scr ater, Assistant Vice President. 





THE VIRGINIA PENINSULA INDUSTRIAL COM MITTEF, 
Newport News, Va., December 11, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, U.S. Senate, Senate 
Office Building, Washington, D.C. 


DEAR SENATOR MaGnuson: Attached, please find a copy of a resolution, passed 
by this committee at its regular meeting, indicating its unanimous support of 
H.R. 5068. 

The committee has asked me to express to you its hope that you would do 
everything possible to secure a speedy passage of this measure. Your favor- 
able consideration would indeed be appreciated. 

Sincerely, 
Lovuts C. PURDEY, 
Executive Director. 


RESOLUTION ADOPTED BY PENINSULA INDUSTRIAL COMMITTEE, DECEMBER 9, 1959 


Whereas the Peninsula Industrial Committee of Newport News, Va., is vitally 
interested in waterborne commerce and in the continued promotion of general 
cargo tonnage through the port of Newport News; and 

Whereas the Peninsula Industrial Committee participates financially in such 
trade promotion; and 

Whereas such waterborne commerce is a major portion of the economic struc- 
ture of this area ; and 
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Whereas it is recognized that freight forwarders provide an additional promo- 
tion effort and are of real service to shippers : Therefore be it 

Resolved, That this committee, in regular meeting assembled, go on record to 
the membership of the Senate Committee on Interstate and Foreign Commerce 


as being in support of H.R. 5068 with the amendments proposed by the forward- 
ing industry. 


WEAVER MANUFACTURING Co., 
Springfield, Ill., January 27, 1960. 
Hon. PETER F. MAckK, 
House of Representatives, 
Washington, D.C. 


HONORABLE Sir: As an exporter, our firm is heavily dependent upon the serv- 
ices of ocean freight forwarders at our seaports to process our shipments 
through the port to the carrier. Our ability to export would be seriously jeop- 
ardized if we should lose the skilled services of our forwarder or if his fees 
were substantially increased. 

We are advised that the Federal Maritime Board is proposing by rules to 
eliminate the traditional compensation, known as brokerage, to forwarders by 
carriers. Such action would not only cripple forwarders but would result in 
substantial increases in our forwarding costs at a time when foreign competi- 
tion is becoming increasingly more serious. 

At the last session of the Congress, the House passed H.R. 5068 and early 
action in the Senate in the next session is anticipated. The bill as reported 
out of the subcommittee of the House Merchant Marine Committee was in satis- 
factory form and would preserve legitimate brokerage, but confusing and 
ill-advised amendments were made by the full committee with little deliberation. 

The subcommittee version of H.R. 5068 is the result of 4 years of study and 
will, we are advised, save the forwarding industry from destruction and will 
materially help to preserve our competitive position overseas. 

We would greatly appreciate your support in obtaining passage of the sub- 
committee version of H.R. 5068, with the amendment advocated by the forward- 
ing industry rather than the House-passed bill, at the next session. 

Very truly yours, 
WEAVER MANUFACTURING CO., 
I’, A. BOHNHERST, 
Export Manager. 


FARRELL LINES, INC., 
New York, N.Y., February 4, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, 
Washington, D.C. 

Dear Mr. CHAIRMAN: Your bill, S. 2300, has been called to our attention by 
members of the freight forwarding industry. 

We are informed that the foreign freight forwarder associations throughout 
the United States are in favor of your bill but would like to see some amend- 
ments made to H.R. 5068, when the two bills are reconciled in committee. 

As passed by the House, H.R. 5068, in sec. 44(c), stipulates among other 
things that “the Board shall prescribe * * * regulations including maximum 
brokerage fees * * *.” We do not see an absolute need for this stipulation 
since freight brokerage fees are usually determined by the custom of the trade. 
Generally speaking, the fee is 144 percent of the ocean freight. 

In sec. 44(e), it is stipulated that “a common carrier by water may com- 
pensate an independent foreign freight forwarder licensed hereunder for the 
extent of the value services rendered to such carrier * * *.” The foreign 
freight forwarder renders several valuable services to shipping lines which, to 
a large extent, are itemized below and, therefore, we would recommend the 
elimination of the words, “* * * the extent of the value * * *,” as being 
vague and ineffective. Carried through to a logical conclusion, these words 
might require the common carrier by water to examine the exact services per- 
formed by each freight forwarder on each shipment (an almost impossible 
task), which might result in a different brokerage fee on each shipment. 

Sec. 44(e) continues, “* * * when such forwarder has solicited and secured 
cargo for such carrier, and has performed one additional service as set out 
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hereunder, and has so certified * * *.° We should prefer to see this changed 
to the following: “* * when such forwarder has certified that he has per- 
formed two or more of the following services : 
“(1) The solicitation and securing of the cargo for the ship or the book- 
ing of, or otherwise arranging for space for, such cargo; 
(2) The coordination of the movement of the cargo to shipside ; 
“(3) The preparation and processing of the ocean bill of lading : 
“(4) The preparation and processing of dock receipts or delivery orders: 
“(5) The preparation and processing of consular documents or export 
declarations : and 
“(6) Relieving the carrier of bookkeeping and billing expense by advane- 
ing or arranging payment of freight and accessorial charges, if any, on 
all prepaid shipments handled by such forwarder on a particular vessel.” 

As presently worded, “* * * has solicited and secured cargo for such carrier” 
would appear to mean that if the shipper stipulated a particular shipping line, 
either of his own volition or at the express wish of his csutomer, the freight 
forwarder would be precluded from receiving a brokerage fee, even though he 
had picked the cargo, coordinated the movement to shipside, prepared the ocean 
hill of lading, ete.. ete. 

We repeat that we favor your bill S. 2300, and we hope that the House bill 
ean be amended somewhat as we have suggested above, when it comes to recon- 
ciling the two bills. 

With kind personal regards, we are, 

Yours very truly, 
FARRELL LINES, INC., 
W. C. Sutenps, Vice President. 


UNITED STATES LINES, 
New York, N.Y., February 9, 1960. 
IIon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, 
Washington, D.C. 

DEAR Sir: We understand that your committee has scheduled hearings on 
February 16, 1960, regarding bills H.R. 5068S and S. 2300, which provic2 for the 
licensing of freight forwarders and their compensation by ocean carriers. 

Because of the prime importance of legislation in this connection and its 
impact upon our industry, we have closely followed this matter during the past 
several years. 

In our judgment, H.R. 5068 as passed by the special subcommittee of the 
House Merchant Marine and Fisheries Committee, would prove heneficial to all 
sectors of the marine industry. 

Accordingly, we respectfully wish to be recorded as being in favor of the 
passage of this proposed legislation. 

Very truly yours, 
D. F. WIERDA, 
General Freight Traffic Manager. 


STATES MARINE LINES, 
New York, N.Y., February 10, 1960. 


Re foreign freight forwarders bill, S. 2300. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR MAGNUSON: We understand that the committee, of which you 
are chairman, has set down for hearing on February 16 H.R. 5068 and S. 2300 
providing for the licensing of independent freight forwarders and their com- 
pensation by ocean carriers. 

Unfortunately a conflict of business engagements will prevent the writer from 
attending the hearings, and in lieu thereof, we trust you will accept our com- 
iwwents in your consideration of the proposed legislation. 

We are an American steamship line, with worldwide services operating to 
and from Atlantic, gulf, and Pacific coast ports. The services of foreign freight 
forwarders are very important and beneficial to us, and we believe strongly that 
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we should be permitted to use our managerial discretion in compensating them 
for their services irrespective of their actual solicitation and “securing” of cargo 
for our vessels. The writer and other officials have testified to this effect on 
pumerous occasions, both in hearings before the House Merchant Marine Com 
mittee and in Federal Maritime Board proceedings. 

We regard as particularly important the activities of foreign freight for- 
warders which are listed in S. 2300, as follows: The coordination of the move- 
ment of the cargo to shipside; the preparation and processing of the ocean bill 
of lading; the preparation and processing of dock receipts or delivery orders ; 
the preparation and processing of consular documents or export declarations ; 
the payinent of the ocean freight charges on such shipments. 

If it were not for the activities of foreign freight forwarders, it would be 
necessary for us and other ocean carriers to perform many of these services our- 
selves, with consequent increase of Overhead and accessorial expenses. We 
believe that it is of no importance that the forwarder may have been selected 
by the shipper. The services which are of value to the carrier are the impor- 
tant thing deserving compensation by the carrier. We believe that the bill H.R. 
HOGS, as originally reported to the House Merchant Marine Committee by the 
subcommittee headed by Hon. T. A. Thompson, is preferable to the bill as passed 
by the House of Representatives, since the latter seems to require solicitation 
and securing of cargo by the foreign freight forwarders as a prerequisite for his 
compensation by the carrier. 

We think the subcommittee version of H.R. 5068, which is the result of 4 years 
of study. will preserve legitimate brokerage and at the same time eliminate pay- 
ment. of brokerage where no services have been perforined. We further believe 
that no conference should have a right to prohibit lines from compensating 
foreign freight forwarwers when they have been designated by a shipper and 
have certified their performance of one or more of the activities listed above in 
this communication. 

Respectfully submitted. 

JouNn TILNEY CARPENTER, 
Vice President, Law Department. 


Socony Most. Orn Co., INC., 
New York, N.Y., February 26, 1960. 
S. 2300 and H.R. 5068 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR: We wish to call your attention as chairman of the Interstate 
and Foreign Commerce Committee, to the potential injustice inherent in the 
subject bills. While they have as their avowed purpose, the regulation and 
licensing of the foreign freight forwarding industry, which purpose we endorse, 
these bills would seem to require us either to be licensed as a forwarder or to 
employ a forwarder to perform many of the functions we have customarily per- 
formed for ourselves for many years. 

We do not believe we are alone in this conviction nor would the result we 
foresee affect only large corporations. Any one, large or small, engaged in ex- 
porting, customarily dispatches shipments of his own goods, or goods he has 
purchased as an accommodation, to his foreign affiliates and customers. Since 
title is usually passed free alongside vessel or free on board some American 
city, the goods are usually the property of the buyer and, in that sense, the 
goods are no longer the exporter’s goods. 

Since we are uncertain as to which of the subject bills will receive considera- 
toin by the Subcommittee on Merchant Marine and Fisheries, we have taken the 
liberty of providing on the attachment our recommendations for amending both 
H.R. 5068 and S. 2300. It is our feeling that either bill, amended as suggested, 
would fairly protect the status of the very large number—many thousands, to 
be sure—of manufacturers and merchants who customarily perform their own 
exporting functions in whole or in part and who should not be compelled to use 
foreign freight forwarders. We add, also, that we feel there should be no 
reason to license as forwarders those manufacturers and merchants who perform 
these forwarding functions in respect to their own goods or goods which they 
may purchase and ship to affiliates or customers abroad. 
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We sincerely trust that you are successful in securing the passage of a bill 
which will accomplish the desirable objective of regulating the foreign freight 
forwarding industry while, at the same time, not penalizing American exporters, 
especially now when they are facing increasing difficulties in international trade, 

Yours very truly, 
JouHN J. Scorr, General Counsel. 


H.R. 5068 


(Page and line numbers refer to the printing of this bill under Union Calendar 
No. 341 (Report No. 798) ) 


Page 2, line 21: Add the word “independent” immediately preceding the words 
“foreign freight forwarder.” 
Page 3, line 9: Make same amendment as above. 


S. 2300 
(Page and line numbers refer to the printing of this bill dated June 29, 1959) 


Page 2, line 13: Add after the word “in” the phrase “business as an independ- 
ent ocean freight forwarder” and strike out the words “carrying on the business 
of forwarding.” 

Page 2, line 16: Strike out everything from “Provided, however, 
end of line 18. 

Page 4, line 8: Strike out the words ‘a person carrying on the business of 
forwarding” and insert the words instead “an independent ocean freight 
forwarder.” 


, 


* through the 


Socony Mosi. O11 Co., INc., 
New York, N.Y., February 26, 1960. 
H.R. 5068 and S. 2300. 
Senator ANDREW FF. SCHOEPPEL, 
Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: We received a copy of your letter of February 18, addressed 
to Mr. J. A. Sinclair, of the Commerce and Industry Association of New York, 
and are, therefore, aware of your interest in protecting the status of manufac- 
turers and exporters in considering the passage of a foreign freight forwarder 
bill. We heartily agree with your thought that it would be more desirable to 
have the language of any amendment to the Shipping Act of 1916 explicitly 
exempt manufacturers and exporters from the licensing provisions than to de- 
pend upon litigation or Federal Maritime Board regulation to reveal the intent 
of the Congress in the legislative history of the bill. 

Since we are uncertain as to which of the subject bills will receive con- 
sideration by the Subcommittee on Merchant Marine and Fisheries, we have 
taken the liberty of providing on the attachment our recommendations for 
amending both H.R. 5068 and 8S. 2300. It is our feeling that either bill, amended 
as suggested, would fairly protect the status of the very large number—many 
thousands, to be sure—of manufacturers and merchants who customarily per- 
form their own exporting functions in whole or in part and who should not be 
compelled to use foreign freight forwarders. We add, also, that we feel there 
should be no reason to license as forwarders those manufacturers and merchants 
who perform these forwarding functions in respect to their own goods or goods 
which they may purchase and which they ship to affiliates or customers abroad. 

We sincerely trust that you are successful in securing the passage of a bill 
which will accomplish the desirable objective of regulating the foreign freight 
forwarding industry while, at the same time, not penalizing American ex- 
porters, especially now when they are facing increasing difficulties in interna- 
tional trade. 

Yours very truly, 
JOHN J. Scort, General Counsel. 
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H.R. 5068 


(Page and line numbers refer to the printing of this bill under Union Calendar 
No. 341 (Report No. 798) ) 


Page 2, line 21: Add the word “independent” immediately preceding the words 
“foreign freight forwarder.” 
Page 3, line 9: Make same amendment as above. 


S. 23 
(Page and line numbers refer to the printing of this bill dated June 29, 1959) 


Page 2, line 13: Add after the word “in” the phrase “business as an independ- 
ent ocean freight forwarder” and strike out the words “carrying on the business 
of forwarding.” 

Page 2, line 16: Strike out everything from “Provided, however,’ through the 
end of line 18. 

Page 4, line 8: Strike out the words “a person carrying on the business of 
forwarding” and insert the words instead “an independent ocean freight 
forwarder.” 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW York, INC., 
New York, N.Y., February 25, 1960. 
Senator ANDREW F. SCHOEPPEL, 
Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: Your continued interest in the foreign freight forwarder licens- 
ing bill is indeed appreciated. We trust you will endeavor to obtain passage of a 
satisfactory bill during the present session. 

I have taken the liberty of sending copies of your letter of the 18th to several 
companies which have been particularly interested in the status of manufacturers 
and exporters in the thought they may wish to express their point of view to the 
Committee on Interstate and Foreign Commerce. 

Again our thanks for your consideration. 

Sincerely, 
JOSEPH A. SINCLAIR, 
Director, World Trade Department. 


U.S. SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
MERCHANT MARINE AND FISHERIES SUBCOMMITTEE, 
February 18, 1960. 
Mr. Josepn A. SINCLAIR, 
Director, World Trade Department, Commerce & Industry Association of New 
York, Inc., New York, N.Y. 

DeaR Mr. Srnciair: Thank you for your thoughtfulness and courtesy in send- 
ing to me a copy of your telegram addressed to Senator Magnuson concerning the 
foreign freight forwarder bill. 

I note your interest in having adequate safeguards to protect certain manufac- 
turers and exporters so they will not be compelled to use independent foreign 
freight forwarders in connection with their own shipments and those on behalf of 
subsidiaries, affiliates, distributors, or customers. In the past, statements in 
committee reports have been utilized as part of the legislative history pertaining 
to specific enactments of the Congress. However, if this is an important point 
involved in this legislation, it would appear to me that it may well be worthy of 
inclusion within the bill using specific language to achieve that end. I will 
appreciate having your comments on this suggestion. 

Due to a very busy schedule at this particular time, hearings on these two bills 
had to be postponed until February 29, at which time the Subcommittee on 
Merchant Marine and Fisheries will hear interested witnesses on both sides. 

With very best wishes, I am 

Sincerely, 
ANDREW F. Scuoepper, U.S. Senator. 
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COMMERCE AND INDUSTRY ASSOCIATION OF NEW York, INC., 
New York, N.Y., February 15, 1960. 
Senator WARREN G. MAGNuSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C.: 

Regret inability to testify tomorrow on H.R. 5068. However, we urge prompt 
enactment preferably in form recommended by special subcommittee of House 
Merchant Marine Committee rather than as passed by House. To clarify doubts 
expressed by manufacturers and exporters as to their status under bill, we 
respectfully reqiest that your committee report state specifically that 5068 
does not require licensing of manufacturers and exporters nor compel them 
to use independent foreign freight forwarders in connection with shipments 
to or on behalf of subsidiaries, affiliates, distributors, or customers. Having 
studied this matter over many years our association is convinced that prompt 
enactment of legislation to license independent foreign freight forwarders is 
highly desirable and particularly now when increased exports are essential. 

Joserm A. SINCLAIR, 
Director, World Trade Department. 


THE COMMITTEE ON LEGISLATION FOR THE 
UNITED OCEAN FREIGHT FORWARDING INDUSTRY, 
New York, N.Y., March 9, 1960. 
Re FMB docket Nos. 765 and 831. 
Senator WARREN MAGNUSON, 
Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MaGnuson: This is to advise you that Examiner Arnold 
Roth has issued a recommended decision in the above dockets, a considerable 
portion of which is devoted to the question of compensation payable by common 
carriers by water to ocean freight forwarders. In appendix C, page 4. Examiner 
Roth has recommended a proposed rule on this issue. An extract is attached 
hereto. 

It will be noted that the examiner’s proposal is almost identical in both 
language and theory with the compensation section originally recommended 
by the House Special Subcommittee in H.R. 5068. It allows compensation by 
carriers to forwarders where the latter have been associated with the movement 
of the cargo to an appreciable extent. 

It should be noted particularly that the examiner does not make the service 
of “soliciting and securing cargo” mandatory, which is provided for in H.R. 
5068 as it passed the House. Rather, he has made the first service the booking 
of the shipment or otherwise arranging for space, which is akin to the House 
subcommittee version. He has eliminated completely the soliciting and secur- 
ing requirement. 

We feel that the examiner’s treatment of this issue, after lengthy considera- 
tion of the testimony of various segments of our foreign commerce should be 
known to you and the other members of the committee. It is substantially in 
accord with my testimony before the Merchant Marine Subcommittee on Feb- 
ruary 29 and would justify, I believe, the adoption of the House Special Sub- 
committee version of H.R. 5068. 

It would be appreciated if this letter could be made a part of the record of 
the hearings before the Merchant Marine Subcommittee. 

Very truly yours, 
Harry K. Barr, Chairman. 


PrRoposep Rue 244.10(e) By EXAMINER ARNOLD RotTu, FEDERAL MARITIME 
BoarkbD, IN DocKET Nos. 765 AND 831 


“(e) No freight forwarder shall charge, receive, or collect any freight com- 
missions from any common carrier by water on any shipment unless such freight 
forwarder has performed with respect to such shipment three or more of the 
following freight forwarding services: 


“(1) Booking the shipment for transportation on a vessel, or otherwise: 


arranging for space for the shipment on a vessel ; 
“(2) Coordination of the movement of the shipment to shipside ; 
“(3) Preparation and processing of the ocean bill of lading; 
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“(4) Preparation and processing of dock receipts or delivery orders ; 

“(5) Preparation and processing of consular documents or export dec- 
larations ; and 

“(6) Payment of the ocean freight charges.” 


GRACE LINE, INC., 
New York, N.Y., March 8, 1960. 
Hon. WARREN MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My DEAR SENATOR MAGNUSON: We have followed with much interest the 
recent hearings of your committee relating to H.R. 5068 and 8S. 2300 regarding 
the licensing of foreign freight forwarders. We understand that the record 
is still open to receive additional comments from interested persons and there- 
fore welcome the opportunity of lending our general support to the proposed 
legislation. 

Grace Line over the years has acknowledged that the great majority of for- 
eign freight forwarders have and do render a valuable service to both carriers 
and shippers in foreign trade, thereby helping to promote the foreign com- 
merce of the United States. Freight forwarders, in handling shipments from 
U.S. ports to the foreign destinations served by Grace Line, are rendering a 
service to us as well as serving shippers in the trades in which we operate and, in 
so doing, are entitled to receive the customary commission of 144 percent of the 
ocean freight. 

We therefore wish to go on record in support of legislation which will permit 
the ocean carrier to continue paying the legitimate commission to licensed 
foreign freight forwarders whenever it is fairly earned. 

Very truly yours, 
JAMES E. MAGNER, 
Exccutive Vice President. 





